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CONSISTENT
AND REFRESHING

Two different words with impact. Put together,
the impact multiplies manifold.

This is explicit from the fact that we have for
over two decades:

» Consistently delighted millions of
consumers with high quality, refreshing
PepsiCo beverages.

» Consistently catered to diverse consumer
segments by adding new refreshing
products to portfolio.

» Consistently grown volumes and territories.

» Consistently addressed business nuances
and seasonality factor to deliver strong
performance and sustained returns.

With our experience and expertise, vision and
values, reach and presence, we are confident
that the future will unlock new possibilities
and potential.
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NOT JUST PARTNERS,
WE ARE BUSINESS ENABLERS

We account for ~51% of PepsiCo’s beverage sales volume in India.

With 279 million cases of beverages sold in 2017 across 6 countries, we are its second largest
carbonated soft drinks (CSDs) and non-carbonated beverages (NCBs) franchisee in the world
(outside the USA).

We are Varun Beverages Limited.

Focus on providing best quality

refreshing products to every customer CERTIFICATIONS
& CREDIT RATING

1. 1S0 14001:2004 (environment)

Focus on excelling to achieve leadership for facilities at Jainpur, Kosi and

and create value for stakeholders Kolkata.

. OHSAS 18001:2007 (occupational
health and safety) for facilities at
Focus on consistently scaling Nuh, Alwar and Jainpur.
through organic and inorganic means . FSSC 22000 (food safety
management system) certification
for facilities at Greater Noida-1 & Il
. _ Bazpur, Guwahati-I & Il, Jainpur, Kosi,
Focus on being responsible Nuh, Panipat and Sathariya-l & II.

towards environment and society . AIB International Certificate for

facilities at Kolkata, Sathariya-Il,
Kosi, Greater Noida-1 & II, Jodhpur
Jainpur, Bazpur, Bargarh, Goa, Nuh,
Symbiotic relationship with PepsiCo Phillaur, Guwahati, Kathmandu and
Sri Lanka.
. CRISIL AA-/Stable rating for long
term borrowing and A1+ for short
Deep understanding of seasonality aspect term borrowings.
and beverage business complexities

Note - * A unit case is equal to 5.678 liters of beverage divided in 24 bottles of ~ 237 ml each
#The above figure are for sales volume in CY 2017
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. 2017 India existing sub-territories

1 Himachal Pradesh 11 Arunachal Pradesh

2 Chandigarh 12 Nagaland

3 Punjab 13 Meghalaya

4 Uttarakhand 14 Manipur

5 Haryana 15 Tripura

6 Delhi 16 Mizoram

7 Rajasthan 17 Certain designated parts

8 Uttar Pradesh of Maharashtra

9 West Bengal 18 Goa

10 Assam 19 Certain designated parts of

Madhya Pradesh
O 2018 India new sub-territories

19 Certain designated parts of Madhya Pradesh
20 Chhattisgarh
21 Bihar

22 Jharkhand
23 Odisha

2017 International
existing sub-territories

1 Nepal | 2 Sri Lanka |
3 Morocco | 4 Zambia

2018 International new
sub-territories

5 Zimbabwe

Q Manufacturing plants

Phillaur, Panipat, Nuh, Bazpur, Greater Noida | & II,
Kosi, Hardoi, Sathariya | & II, Jainpur, Bhiwadi, Jodhpur,
Guwahati unit | & I, Sonarpur, Goa, Mandideep, Bargarh,

Cuttack, Jamshedpur, Nepal, Sri Lanka, Morocco, Zambia &

Zimbabwe Note: Map not to scale

M3IAIBAQ 3)el0dl0)

AWARDS
1997 2014

« Cll National Award for Food
Safety for Nuh production
facility

» PepsiCo’s Bottler of the Year

2015

VB Sri Lanka - FOBO Unit of the
year

2016

* VBL India - FOBO Unit of the
year

* VB Sri Lanka - FOBO Country
of the year

PepsiCo’s International
Bottler of the Year

2008

Chairman’s Club - PepsiCo
SAMEA region

2009

BU Best Quality Plant Team
Award for Kosi production
facility

2010

- Mr. Ravi Kant Jaipuria, the only Indian to have received PepsiCo’s
PepsiCo AMEA Food Safety International Bottler of the Year Award in 1997 and PepsiCo’s SAMEA 20 1 7

Award - Bronze for Greater

. - o region Chairman’s Club Award in 2008
Noida I production facility J

* VB Nepal - Best Unit of the year

* VB Sri Lanka - Donald M.
2011 2012 Kendall award by PepsiCo for
« PepsiCo’s Bottler of the Year — Beverages PepsiCo AMEA Food Safety Small Developing Markets
« PepsiCo AMEA Food Safety Award - Silver for Greater Noida | Award - Gold for Greater * VBL Sonarpur Plant - Best
production facility Noida | production facility Plant Of The Year
« PepsiCo Quality Excellence Bronze Award for Kosi production * VBL Sonarpur Plant - Cll
facility Award for Food Safety

Annual Report 2017 3



DIVERSIFIED AND SOLID PORTFOLIO OF
PEPSICO LICENSED BRANDS

CARBONATED SOFT DRINKS

PRODUCT VARIANTS & DESCRIPTION

¢ Pepsi - Classic cola drink

PEPSI-COLA

¢ Diet Pepsi — Low-calorie
and sugar-free cola

= ¢ Pepsi Max — Low-calorie
Q DeDSl and sugar-free cola
¢ PepsiBlack - Zero calorie
cola

SEVEN-UP » Seven-Up - Lemon-lime

flavor soft drink

MOUNTAIN DEW e Citrus flavored drink
4&"’“

MIRINDA ¢ Fruit-flavored drink.

Available in orange,
‘ pineapple, apple and
\“‘bb lemon flavor

EVERVESS o Evervess — Club soda

e Teem Soda - Club soda
..---""“---,_“ ¢ Duke's Soda - Club soda
—

4 Varun Beverages Limited



FRUIT PULP / JUICE-BASED DRINKS

PRODUCT VARIANTS & DESCRIPTION

TROPICANA SLICE ¢ Mango-based drink

"‘f.‘""%

SEVEN-UP NIMB0O0Z e Real lemon juice, juice-
o based drink

TROPICANA FRUTZ . Fruitjuice in lychee,
T apple, mango, mix-fruit
m and orange flavors

frug=_
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CARBONATED JUICE BASED DRINK

PRODUCT VARIANTS & DESCRIPTION

SEVEN-UP NMS « Seven-Up Nimbooz Masala
Jb Soda - Real lemon juice

i with tangy taste, juice-

-I,“qj,goﬂi based drink
“:gﬁﬂ'_ god

-
*

PACKAGED DRINKING WATER

PRODUCT VARIANTS & DESCRIPTION

AQUAFINA » Packaged drinking water

A UAFIN

Annual Report 2017 5



CONSISTENTLY LAUNCHING
NEW BRANDS

PORTFOLIO
WITH PURPOSE

PEPSI BLACK

y

STING

y

About

A zero calorie cola flavor CSD product

A carbonated energy drink containing 50%

About
. L th L D t
A part of PepsiCo’s strategy to enhance ess sugar than regular CSD products
Launch o . L .
. focus on health and nutrition aspect in A part of PepsiCo’s strategy to venture in
Rationale . . . I
products, while reducing sugar content Launch the energy drink segment. Availability at
. . competitive price points compared to other
Low-calorie carbonated beverages market Rationale .
. . . ; . brands in the segment would ensure market
in India pegged at 15.8 million liters in share build-u
Market 2017 is expected to grow at a CAGR of 2.1% P
Opportunity during the next five years to reach Sports Energy drinks market in India pegged
17.5 million liters in 2022 Market at 19.7 million liters in 2017 is expected to

(Source: Euromonitor Report)

Opportunity

grow at a CAGR of 1.4% during the next five
years and reach 21.1 million liters in 2022
(Source: Euromonitor Report)

“We are investing to reduce sugars in our global beverages in line with our ‘portfolio with
purpose 2025 goal. We are looking forward to bringing more variants of existing products in zero
calories or no-sugar category. We'll keep rolling out products every 2-3 months” -Vipul Prakash,
Senior Vice-President (beverages category), PepsiCo India.

6 Varun Beverages Limited



ACQUIRED DISTRIBUTION RIGHTS FOR
AN ALL-NEW PORTFOLIO

S

PURE.
REFRESHING

& DELICIOUS.

8

About Real healthy fruit juice with no added sugar About Nutritional sports drink
Lau'nch Target. the growing segment of health Lau.nch Sports themed beverage for rehydration
Rationale conscious consumers Rationale
Juice market pegged at 336 mn cases in Sports drinks market in India pegged at 25.8
2017 is expected to grow strongly at a CAGR million liters in 2017 is expected to grow at
Market . . Market . .
Obportunit of 16.9% during the next five years and Obportunit a CAGR of 14.2% during the next five years
PP y reach 495 mn cases in 2022 PP y and reach 50.2 million liters in 2022
(Source: Euromonitor Report) (Source: Euromonitor Report)
A unique and nutritious combination of milk,
About fiber and oats while retaining smooth milky
texture
Q U | C K Convenient on-the-go solution to boost
Launch . . . .
. morning nutrition for young Indians leading
Rationale .
arushed lifestyle
STA RT TO A Market It is a completely new category launched by
Opportunity PepsiCo and is expected to grow very fast

DAY
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PERFORMING
IN A CHALLENGING YEAR

FINANCIAL HIGHLIGHTS, 2017

Revenue growth EBITDA growth PAT growth

% 5.0% 345.6%
3 . 7 0 5 0 5 0
Over 2016 Over 2016 Over 2016

* bps — basis points

I
75% 25%

Revenues from  Revenues from
Indian operations  International operations

8 Varun Beverages Limited



Segment-wise sales volume mix 2017

A
79% ! 16%
Carbonated Soft Packaged drinking

Drink water

Q

New New sub-
territory Zimbabwe territories
added acquired

in India ”:g

o
)
-
°
o
=
o
-
)
o
<
o
=
S
o
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@ Odisha

@ Certain designated parts of
Madhya Pradesh

@ Bihar
Chhattisgarh
@ Jharkhand

New products New products-
added to distribution and

portfolio selling rights

acquired ﬁ

@® Tropicana Tmlﬂtini AN

@ Pepsi Black (100%, Essentials, Delight) K;\' !. 4
@ sting :CGlu;kerdOats Milk Eﬂiﬂ. it
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CHAIRMAN'S
MESSAGE

In a difficult external environment, we have focused on operational efficiencies, strengthening
business with several value accretive acquisitions and enhanced our product mix, and are primed

for growth in improving market conditions

Dear Shareholders,

It gives me immense pleasure to place

before you the 23 Annual Report
of the Company.

OVERVIEW

We are happy to report a strong performance in the first year
post our listing. A combination of our agility, robust product
portfolio and resilient business model enabled us to drive margin
improvement and record strong profit growth. The performance
has to be viewed against the backdrop of a challenging market
environment where volume growth was impacted on account of
the residual impact of demonetization and the de-stocking by
the trade ahead of the GST implementation, both of which will
benefit us in the long run. In such an environment, we focused
on initiatives where we can drive the outcome and improve
operating parameters to create a more efficient and sustainable
business, prepared to take advantage of the improving external
conditions and accelerate growth. Overall, it has been a busy
and progressive year for us where we have undertaken multiple
strategic initiatives to deliver sustainable growth and better
utilization of our resources in the future.

ACQUISITION OF NEW TERRITORIES

Over the past two decades, we have constantly demonstrated
our ability of exponentially growing market share for PepsiCo
in the key markets and territories that we operate in. Our track
record has enabled us to consolidate our business association
with PepsiCo, increasing the number of licensed territories
and sub-territories covered by us, producing and distributing
a wider range of PepsiCo beverages, introducing various
SKUs in our portfolio, and expanding our distribution network.
We have effectively utilized retained earnings for inorganic
growth through acquisition of new territories.
Acquisitions have been a key component of
our growth strategy for last many years that
substantially accelerated the Company’'s revenue
trajectory, while making positive contribution
to the net income and cash flow. The Company
believes it evaluates acquisitions in a measured
manner to ensure a conservative acquisition
cost and has the experience to drive efficiency
and benefits of scale to realize strong value and

10 Varun Beverages Limited

Acquisitions
have been a key
component of our
growth strategy for
last many years
that substantially
accelerated the
Company's revenue
trajectory.

earnings from its acquisitions. VBL applies stringent strategic
and financial criteria to any potential acquisition or partnership.
To further enhance transparency, the Board has approved a
set of guidelines during the year to further the Company’'s M&A
activities for viable acquisitions in India.

In line with these guidelines, we have furthered our strategic
intent to expand into contiguous territories when an opportunity
has presented. The learning, knowledge and mastery of the
process that we have attained in one market/territory have been
successfully leveraged to expand into other markets/territories.
During the year, we have concluded the acquisition of PepsiCo
India's previously franchised sub-territories of the State of
Odisha, parts of Madhya Pradesh, Chhattisgarh, Bihar and
Jharkhand. These regions being highly under-penetrated with
low per capita incomes provide huge opportunity for enhancing
volumes and market share, which is currently sub-par and
significantly below the national average. Further, expansion into
contiguous territories helps the Company drive better operating
leverage and asset utilization through economies of scale. The
above acquisitions will help in garnering an incremental ~6%
of PepsiCo India’s beverage sales volumes and provide access
to an additional consumer base representing ~21% of India's
population. VBL is now a franchisee for PepsiCo products across
21 States and 2 Union Territories in India and accounts for ~51%
of its beverage sales volumes in India from ~45% a year ago.

In our international operations, we increased
stakeinourZambiasubsidiaryto90% from 60%
earlier. The acquisition came at a reasonable
valuation with an attractive payback given
growth prospects and promising earnings
potential. It will enable VBL to consolidate a
higher share of profits from the subsidiary
going forward. In Mozambique subsidiary, we
have divested 41% stake in view of limited
opportunity to scale up operations and turn
around the loss-making operation. In 2016,



VBL is now a franchisee for PepsiCo products across
21 States and 2 Union Territories in India and accounts for

%
o~ 5 1 0 of its beverage sales volumes in India from

~4 5 % a year ago.

the subsidiary contributed only 0.6% to the net revenue
and recorded a loss of ¥ 135 million. Further, towards the
end of the year, we established a greenfield production
facility in Zimbabwe for selling and distributing PepsiCo's
products. Commercial production and operations of the unit
commenced in February 2018. This is an untapped market
with huge potential and as the sole franchisee for PepsiCo
in Zimbabwe, we are confident of replicating Zambia's
success here as well. We are also in the process of setting
up a second plant in Nepal which is a highly profitable
market for us. This plant will facilitate deeper penetration
in new markets within Nepal thereby opening opportunities
for significant market share gains. We will also expand our
product basket by adding a juice and water line in Nepal
which did not exist earlier, thus adding another vector for
volume expansion.

NEW PRODUCT LAUNCHES

We remain agile by keeping on top of new trends and changes
in consumer preferences, working closely with PepsiCo India
to adjust our product portfolio and processes accordingly. This
year, we have launched Pepsi Black, a zero-calorie carbonated
beverage in line with PepsiCo’s plan to intensify focus on health
and nutrition by reducing sugar contents in beverages. The year
also saw the launch of ‘Sting’, a new carbonated energy drink
from the PepsiCo stable. Coming at a highly competitive price
point, it will have ~50% less sugar than the regular CSD products
translating into less than 70 calories per 250 ml serving. We
entered into a strategic partnership for selling and distribution
of the larger Tropicana portfolio that includes Tropicana Juices
(100%, Delight & Essentials), Gatorade in the Sports drink
category and Quaker Value-Added Dairy in territories across
North and East India. These products with relatively lower
seasonality factor will generate better asset turns and facilitate
expansion in return ratios and profitability metrics. Besides, by
strengthening our presence in fast growing categories during
the year, we have future proofed ourselves. We will continue to
innovate and work with PepsiCo to roll-out new products in line
with the changing consumer preferences to push our strategic
intent of driving profitable growth.

DIVIDEND POLICY

We look upon good Corporate Governance practices as a
key driver of sustainable corporate growth and long-term
stakeholder value creation. With the listing of the Company in
November 2016, the Board of Directors of the Company decided

Annual Report 2017 11
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to formalize a dividend policy during the year. Some of the
salient features of which are:

. Endeavor to maintain a dividend payout in the range of
10-30% of annual standalone profit after tax

. Certain financial parameters to be considered include
earnings outlook, future capex requirements, organic
growth plans, capital restructuring, debt reduction, cash
flows, etc.

. Certain external parameters to be considered include
macro-economic  environment, regulatory changes,
technological changes, statutory and contractual
restrictions, etc.

. For a detailed perspective, please refer to our website at
Www.varunpepsi.com

The Board's approval of the dividend policy is a reflection of our
continued focus to deliver on that commitment. The dividend
policy reflect our confidence that the successful execution of
our strategic plan will continue to generate strong cash flows,
enabling us to strike a balance between investing in the business
and regularly rewarding shareholders through dividends. The
Board of Directors have recommended an interim dividend of
3 2.5/sharein Q2 CY2017 which has been approved by the board
as final dividend for CY2017 and resulted in a cash outflow of
~3549.2 million (including dividend distribution tax payable).

MESSAGE TO STAKEHOLDERS

The inherent strength of our robust business model has been
proven through our performance during challenging times. In a
difficult external environment, we have focused on operational
efficiencies, strengthening business with several value

12 Varun Beverages Limited

accretive acquisitions and enhanced our product mix, and are
at the helm of growth in improving market conditions. We are
confident of generating strong free cash flows over the coming
years leveraging existing investments. We will be focused on
consolidating recently acquired sub-territories and will look to
garner market share by increasing our penetration further and
through the continuous introduction of new product categories,
staying in the path of customer relevance.

We are excited about the potential of our business and are
confident of its future. We are present in geographies that offer
great long-term, sustainable growth opportunities. Average per
capita consumption rates are significantly lower than global
averages, in contrast to the stronger GDP growth, increasing
disposable incomes and young demographics. With our well-
entrenched distribution network, market positioning and
strong brand portfolio, we are well-positioned to capture these
enormous opportunities and drive profitable growth. We have
already seen a strong uptick in our domestic volumes in the
second half of CY 2017 and are confident of further accelerating
the momentum in line with the historical trend of strong growth
and margin expansion delivered by our business.

On behalf of the Board, | thank all our stakeholders including
shareholders, investors, bankers, creditors and employees
for their continued support. | express my sincere gratitude to
all the members of our Board for their continued insights and
invaluable guidance as we explore new opportunities and move
ahead with confidence.

Warm regards,

Ravi Kant Jaipuria
Chairman



BUILT ON

A REFRESHING BUSINESS MODEL

Symbiotic and strategic relation with PepsiCo

WehavebeenanimportantbusinesspartnertoPepsiCoforovertwodecades.Ourdeepunderstanding
of market dynamics and seasonality factor of this business along with the demonstrated ability
to implement good operational and manufacturing practices, and leverage robust infrastructure
to consistently grow business, makes us a preferred franchisee. PepsiCo has reciprocated this

confidence by granting us additional territories and product license.

PepsiCo

PepsiCo provides territory
based franchise rights and
supplies the concentrate. It

undertakes R&D for product
innovation/packaging and BEM\A/ERDY
enables demand creation

DEMAND
CREATION

through consumer marketing
and brand development.

A BUSINESS MODEL WITH INTEGRATION
ACROSS THE VALUE CHAIN

MANUFACTURING

Solid infrastructure

DISTRIBUTION AND
WAREHOUSING

* 25 state-of-the-art production Robust supply chain management

facilities » 72 depots
¢ Backward Integrated facilities « 2,100+ owned vehicles

y

e 1,000+ primary distributors
We use our extensive distribution

network for deep penetration in
target markets. A

IN-MARKET EXECUTION

Market share gains

COST EFFICIENCIES

Margin expansion

* Experienced region-specific sales « Production optimization through
team investment in technologies

¢ Strong marketing team to push « Economies of scale
products

» Backward integration
Responsible for category/volume

growth to enhance sales.

¢ Innovation - Product & packaging

We consistently focus on optimizing
operations to reduce costs and
enhance margins.

VBL

We in turn leverage our robust
infrastructure (plants and depots,
technologies, distribution vehicles and
visi-coolers) to provide end-to-end
execution. Right from gathering climatic
information to estimating demand,
planning production, procuring raw
material, manufacturing, quality
control, marketing and distribution, and
managing working capital, we adopt a
holistic approach to grow volumes. This
enhances our sales as well as PepsiCo's
goodwill.

CUSTOMER MANAGEMENT

Demand delivery

» Local level promotion and in-store
activation by VBL

 Installed 474,500 visi-coolers

e Brand development and consumer
marketing by PepsiCo
We use PepsiCo's brand pull and

our own push strategies to create
consumer demand.

CASH MANAGEMENT

ROE expansion/future growth

» Better working capital
management

» Disciplined capex

e Territory acquisition through M&A

We effectively utilize surplus
cashflows to procure licenses

for new territories and products
necessary for scaling business.

Annual Report 2017 13

o
=)
=
T
o
=
7]
-~
o
(=]
<
(]
=
=
()
=



AT VARUN BEVERAGES
WE ARE EXCITED

We are excited because...

..India has adopted some of the biggest path-defining reforms that are transpiring together into
great opportunities. The outlook of the country’s steadily formalizing economy looks more promising
than ever. Goods and Services Tax (GST) touted as the country’s one of the greatest reforms since
independent India has brought in new efficiencies by bringing the entire nation under one taxation
regime.

..the regions that we are present in have ideal (hot and humid) climatic conditions driving soft drink
consumption. Besides being relatively underpenetrated markets, they are forecasted to be amongst
the fastest growing soft drinks markets in coming years.

STRONG GROWTH OPPORTUNITIES IN THE REGION OF OUR PRESENCE
VBL Markets - Per Capita Soft Drink Consumption

(In Bottles)
B 2016
B 2021p
84 105
M . =l
[ 1 memm [
India Sri Lanka* Zambla Morocco Nepal*

15.1% 13.1% 7.0% 12.6% 20.0%

Source: Euromonitor Report; Note: * denotes Modeled Countries: Data for modeled countries is created by pegging countries outside Euromonitor’s
research program to those where they do research, linking together those with a similar consumer culture and development level.

Soft Drinks Industry - India

Million Cases 2016 2017 2022P CAGR 2017 2022P
Carbonates 949 1,122 3.4%

i 9 CAGR
Juice 336 495 16.9% 3,655 5 9% 7,648
Bottled Water , 2,351 6,006 20.6% MN Cases /20 MN Cases
Total 3,217 3,655 7,648 15.9%

Source: Euromonitor Report; **Others = Concentrates, RTD Tea, Sports/Energy Drinks

..the Company (PepsiCo) that we have partnered with has drawn out its vision of ‘portfolio with
purpose 2025 through which it will roll out relevant new products every 2-3 months to meet
changing customer expectations. This is likely to enhance brand loyalty and create stronger demand
for products.

Together across the licensed territories in six countries that we are

present in, we have access to a population of ~950 million people.

14 Varun Beverages Limited



We have scale and
integrated operations

which is extremely critical
for profitability and long
term sustainability in

the beverage industry. It
allows us to effectively

optimize operations and
reduce costs.

We have strong
supply chain

which allows us to
achieve shortest time
to market and replenish
stocks in time.

We have experienced
promoter and senior
management

who are industry veterans
with deep understanding
of market dynamics and
strong business acumen.

We have deep-rooted
relations

with PepsiCo which
consistently provides us
access to new territories
and products.

M3IAIBAQ 3)el0dl0)
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BOARD OF

DIRECTORS

1. RAVI KANT JAIPURIA
Promoter & Chairman

He is the promoter of the Company with
over three decades of experience in
conceptualizing, executing, developing
and expanding food, beverages and
dairy business in South Asia and Africa.
He holds immense reputation as an
entrepreneur and business leader. He
holds the distinction of being the only
Indian to receive PepsiCo’s award for
International Bottler of the Year, awarded
in 1997.

2. VARUN JAIPURIA
Whole-time Director

He attended Millfield School, Somerset,
England and has 9 years of experience
in the soft drinks industry. He has been
with the Company for 9 years and has
been responsible for the development
of new business initiatives that includes
implementation of sales automation
tools.

16 Varun Beverages Limited

3. RAJ PAL GANDHI
Whole-time Director

Heisa commerce graduate from University
of Delhi, qualified chartered accountant,
and has over three decades of rich
experience in the field of finance, strategy,
legal and M&A. He has been with the group
since 1993 and has been instrumental in
strategizing its diversification, expansion,
mergers and acquisitions, capex funding
and institutional relationship. Prior to this,
he was associated with a public sector
undertaking under the department of
electronics, Government of India.

4. KAPIL AGARWAL
Whole-time Director and CEO

He is a commerce graduate from
Lucknow University and holds a
post-graduate diploma in business
management from the Institute of
Management Technology, Ghaziabad.
He has been with the group since 1991
and currently heads the operations
and management as CEO. He has over
two decades of experience in sales and
marketing.

5. KAMLESH KUMAR JAIN
Whole-time Director and CFO

He is a commerce graduate from
Rajasthan  University, a  qualified
chartered accountant. He has been with
the group since 1993 and was inducted
to the current post and board in 2009.
He possesses nearly three decades of

experience in financial management,
corporate tax management, financial
reporting, cost control, acquisitions

and project management. He has been
awarded with prestigious CFO 100 Award
2018 presented by the coveted CFO India
magazine for his exceptional contribution
in the field of finance.

6. NARESH KUMAR TREHAN
Independent Director

He is a medicine and surgery graduate
from University of Lucknow. He attended
the residency training program of the
New York University Medical Center at
Bellevue Hospital, University Hospital
and Manhattan V.A. Hospital, New York.
He is an honorary Fellow of Royal
Australasian College of Surgeons. He has
been awarded the Padma Bhushan in
2001 and has over 40 years of experience
in the field of medicine. He is certified
in Thoracic and Cardiac Surgery by the
American Board of Thoracic Surgery.



7. RAVINDRA DHARIWAL*
Independent Director

He is an Engineering graduate from IIT,
Kanpur and an MBA from IIM, Calcutta.
He has over 38 years of experience in
building consumer businesses globally. He
is currently the Senior Advisor in TPG India.
Priorto this, he has been the CEO of Bennett
& Coleman, the worldwide President of
International News Media Association, and
led PepsiCo’s Beverages Business in India,
Africa and South East Asia. He started his
career with Unilever India primarily as
Sales and Marketing executive.

8. GIRISH AHUJA*
Independent Director

He is a commerce post-graduate
from SRCC, a doctorate in Faculty of
Management Studies, and a Fellow of ICALI
He is a senior faculty member at SRCC, a
visiting faculty member at ICAI and ICSI,
ICAl's Fiscal Law Committee member,
and ICSI's Editorial Board member. He has
rich experience in finance and taxation.
He was twice nominated to ICSI's Central
Council by the Government. He is also a
Board member of several companies.

9. PRADEEP SARDANA
Independent Director

Heholdsabachelor'sdegreeinmechanical
engineering from Indian Institute of
Technology, Delhi. He is presently the
CEO of PM Consulting, a consultancy firm
in the field of food, beverages, FMCG and
other industries. He has almost 40 years
of experience in the field of engineering
and has previously worked at senior
management level with renowned
companies including Polyplex Hydro
Group, PepsiCo, Hindustan Lever Limited
and Union Carbide and has successfully
handled diverse assignments.

10. SANJOY MUKERJI*
Independent Director
He is a mechanical engineer graduate

from Indian Institute of Technology,
Bombay. He has over a decade's
experience in the field of food and
beverages. He has previously worked
with Vodafone India Limited as Chief
Commercial Officer and with PepsiCo
India as Unit Manager Sales (Mumbai
Unit).

11. GEETA KAPOOR*
Independent Director

Sheis an arts graduate from University of
Delhi and holds a diploma in tourism and
travel management from Bharatiya Vidya
Bhavan. She has over three decades
of experience in the field of travel and
hospitality. She has previously worked
with Air India.

Note: * cessation date with VBL is March 19, 2018
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GROWING
OVER THE YEARS

NET REVENUE FROM EBITDA &

OPERATIONS EBITDA MARGIN

R inmn) B EBITDA  million)  -@ EBITDA margin (%)

206%  209%

38,520 40,034 18.7%
33,491 7.952 8,358

25,097
' 6,341
18,408 21175 12.4%
3,845
N ”i I

2012 2013 2014 2015 2016 2017 2012 2013 ' 2014 2015 2016 2017

cacr 16.8% cacr 29.7%

PAT & RTH AND
PAT MARGIN /
B PATR million) -@ PAT margin (%) Bl Net worth & million) -@- NetD/E
5.3%
2,141

18,939 19,770

2.5
1.4%
251 395 1,716 2,154 ?ﬁ
il N , _mm W , , ,
2012 2013 2014 2015 2016 2017
2012 2013 2014 2015 2016 2017

cacr93.5% cacr63.0%

1. Historically, till 2015, in debt equity ratio calculation, CCD’s issued to Private Equity Investors were considered as Equity and deferred
acquisition consideration to PepsiCo was excluded from the debt. From the year 2016, CCDs of private equity investors are converted into
equity and interest free deferred acquisition consideration to PepsiCo has been considered in total debt.

2. Note: CY2017 financials are as per Ind-AS and previous year numbers are as per IGAAP.
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HELPING

COMMUNITIES THRIVE

Healthcare and
sanitation

Sports
promotion

Gender
equality
& women
empowerment

Promoting healthcare

The Company focused on promoting preventive
healthcare by participating in “Mission TB Free Haryana”
and organizing free health check-up camps near plants
for the workers and villagers.

Promoting education and women
empowerment

The Company supports education and focuses
on holistic development of underprivileged
children at Siksha Kendra, Haryana at Delhi
Public School, Gurugram by funding books,
stationery, uniform, bus facility, mid-day snack
and lessons in music and dance. Besides, the
Siksha Kendra School also runs a sewing center
and beautician courses for the women from the
underprivileged families.

Drinking water

The Company focused on making available safe drinking
water to several villages near its plants to prevent
spread of diseases.
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Board’s Report

Dear Members,

Your Directors have pleasure in presenting the 23 (Twenty Third) Annual Report on the business and operations of your Company
along with the Audited Financial Statements, for the Financial Year ended December 31, 2017.

FINANCIAL RESULTS

The financial performance of your Company for the Financial Year ended December 31, 2017 is summarized below:

(% in Million)

Particulars Standalone Consolidated
Financial Financial Financial Financial
Year ended Year ended Year ended Year ended
December 31, 2017 |December 31, 2016* | December 31, 2017 | December 31, 2016*
Total Revenue 35,380.90 36,262.33 45,288.89 45,671.94
Total Expenses 32,338.97 35,120.23 42,392.85 44,902.37
Profit before tax 3,041.93 1,142.10 2,909.54 793.35
Less: Tax Expenses 685.95 247.13 768.95 312.96
Profit after tax 2,355.98 894.97 2,101.54** 423.76**
Balance brought forward from last year 614.82 (74.94) (2,007.59) (2,225.71)
Balance carried over to Balance Sheet 2,268.84 614.82 (594.12) (2,007.59)
Debenture Redemption Reserve 159.17 - 159.17 -
General Reserve 191.25 191.25 191.25 191.25
Other Reserves 18,521.80 18,738.17 16,111.03 16,929.16
Reserves & Surplus carried to Balance Sheet 21,141.06 19,544.24 15,867.33 15,112.82

* The Company has adopted Indian Accounting Standards (Ind AS) with effect from January 01, 2017, pursuant to the notification of Companies
(Indian Accounting Standard) Rules, 2015 issued by the Ministry of Corporate Affairs. Previous years' figures have been restated to comply with

Ind AS, accordingly figures at the beginning have been restated.

** After adjustment on account of non-controlling interest and share profit of associate companies.

CONSOLIDATED FINANCIAL STATEMENTS

The Consolidated Financial Statements of your Company for
the Financial Year 2017, are prepared in compliance with the
applicable provisions of the Companies Act, 2013 (“the Act”),
Indian Accounting Standards (“Ind AS”) and the Securities and
Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 [“SEBI (LODR) Regulations”]
which shall be placed before the members in their forthcoming
Annual General Meeting (AGM).

To comply with Section 129 (3) of the Act, a statement
containing the salient features of the Financial Statement of
subsidiary/ associate/ joint venture companies is provided
as Annexure in Form AOC - 1 to the Consolidated Financial
Statement of the Company and therefore not repeated hereby
to avoid duplication.

DEPOSITS

Your Company has not accepted any deposits during the
year under review, falling within the ambit of Section 73 of

the Act and the Companies (Acceptance of Deposits) Rules,
2014.

TRANSFER TO GENERAL RESERVE

During the year under review, the Company has not transferred
any amount to General Reserve.

CHANGE IN THE NATURE OF BUSINESS, IF ANY

During the year under review, there was no change in the
nature of the business of the Company.

DIVIDEND DISTRIBUTION POLICY

During the year under review, the Board of Directors of
the Company in their meeting held on August 9, 2017
approved and adopted a Policy on Distribution of Dividend
to comply with Regulation 43A of SEBI (LODR) Regulations
and the same is uploaded on the website of the Company at
www.varunpepsi.com
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DIVIDEND

During the year under review, the Board of Directors of the
Company declared an interim dividend of ¥ 2.50 per Equity
Share (face value of ¥ 10/- per Equity Share) for the year 2017.
The Board of Directors do not recommend any final dividend
for the Financial Year 2017.

Your Company has transferred the unpaid or unclaimed
Interim Dividend to the Unclaimed Dividend Account — Varun
Beverages Limited and the details of unpaid and unclaimed
dividend amounts lying in the said Account (maintained with
HDFC Bank) are uploaded on the website of the Company at
www.varunpepsi.com

ACQUISITION GUIDELINES

Your Company applies stringent strategic and financial criteria
to any potential acquisition or partnership and to enhance
transparency, during the year under review, the Board of
Directors of the Company in their meeting held on August 9, 2017
approved and adopted Acquisition Guidelines for the Company's
M&A activities for viable acquisitions in India and the same is
uploaded on the website of the Company at www.varunpepsi.com

ACQUISITIONS
During the year under review, your Company has:

. concluded acquisition of PepsiCo India's previously
franchised territories in the State of Odisha and parts of
Madhya Pradesh along with two manufacturing units at
Bargarh (Odisha) w.e.f. September 26, 2017 and Bhopal
(Mandideep, MP) w.e.f. September 27, 2017; and

. concluded acquisition of PepsiCo India’s previously
franchised territories in the State of Jharkhand along with
a manufacturing unit at Jamshedpur.

After the close of the Financial Year, your Company has:

. concluded the acquisition of PepsiCo India’s previously
franchised territory in the State of Chhattisgarh w.e.f.
January 11, 2018; and

. acquired franchisee rights of PepsiCo India’s previously
franchised territory in the State of Bihar w.e.f. January 17,
2018.

CREDIT RATING

During the year under review, CRISIL has upgraded /
re-affirmed your Company’s credit ratings as below:

Long-Term Rating CRISIL AA-/Stable (Upgraded
from ‘CRISIL A+/Positive’)
CRISIL A1+ (Reaffirmed)
CRISIL AA-/Stable (Upgraded
from ‘CRISIL A+/Positive’)

CRISIL A1+ (Reaffirmed)

Short-Term Rating
300 Crore Non-
Convertible Debentures
% 250 Crore Commercial

Paper Programme
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SHARE CAPITAL

The Authorized Share Capital of the Company is
$10,000,000,000/- (Rupees Ten Thousand Million only) divided
into 500,000,000 (Five Hundred Million) equity shares of ¥ 10/-
(Rupees Ten) each and 50,000,000 (Fifty Million) Preference
Shares of ¥ 100/- (Rupees Hundred) each. During the year
under review, there is no change in the Authorized Share
Capital of the Company.

During the year under review, the paid up capital of the Company
has been increased from< 1,823,125,250/- (Rupees One Billion
Eight Hundred and Twenty-Three Million One Hundred and
Twenty-Five Thousand Two Hundred Fifty) to < 1,825,869,400/-
(Rupees One Billion Eight Hundred and Twenty-Five Million
Eight Hundred and Sixty-Nine Thousand Four Hundred) due to
exercise of 274,415 Stock Options (equivalent to 274,415 equity
shares having face value of ¥ 10 each) under Varun Beverages
Limited Employee Stock Option Scheme 2013.

EMPLOYEE STOCK OPTION SCHEMES

Your Company has two Employee Stock Option Schemes viz.
Varun Beverages Limited Employee Stock Option Scheme 2013
and Varun Beverages Limited Employee Stock Option Scheme
2016 and the same are in line with the provisions of SEBI
(Share Based Employee Benefits) Regulations, 2014.

Your Company has received a certificate from the Statutory
Auditors of the Company that these Schemes have been
implemented in accordance with the SEBI (Share Based
Employee Benefits) Regulations, 2014 and the resolution(s)
passed by the Members of the Company. The certificate would
be placed at the ensuing AGM for inspection by Members of the
Company.

Relevant disclosures pursuant to Rule 12 (9) of the Companies
(Share Capital and Debentures) Rules, 2014 and Regulation
14 of Securities and Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014 and the same is attached
to this report as Annexure — A.

NON-CONVERTIBLE DEBENTURES

During the year under review, your Company has issued
and allotted 3,000 Rated, Listed, Secured, Redeemable
Non-convertible Debentures (NCDs) aggregating up to
¥ 3,000,000,000 (Rupees Three Billion) issued under ISIN
INE200M07044 and listed on the National Stock Exchange of
India Limited. Scrip code of the NCDs is VBL-22. Axis Trustee
Services Limited has been appointed as the Debenture
Trustee for the aforesaid Debentures and their contact
details are as under:

Axis House, Ground Floor, Wadia International Centre,
Pandurang Budhkar Marg, Worli, Mumbai- 400025
Contact: 022-62260054/50

E-mail: debenturetrustee@axistrustee.com



RELATED PARTY TRANSACTIONS

To comply with the provisions of Section 188 of the Act and
Rules made thereunder read with Regulation 23 of SEBI
(LODR) Regulations, your Company took necessary prior
approval of the Audit Committee before entering into related
party transactions. All contracts / arrangements / transactions
entered into by the Company with related parties, as defined
under the Act and SEBI (LODR) Regulations during the Financial
Year 2017, were in the ordinary course of business and on
arm’s length basis.

During the year under review, your Company had not entered
into any contract / arrangement / transaction with related
parties which could be considered material in accordance with
the Policy of the Company for Related Party Transactions.

None of the transactions with any of the related parties were
in conflict with the interest of the Company rather, these were
synchronised and synergised with the Company’s operations.
Attention of Members is drawn to the disclosure of transactions
with the related parties set out in Note no. 44 of the Standalone
Financial Statements, forming part of the Annual Report.

Your Company has framed a Policy on Related Party
Transactions in accordance with SEBI (LODR) Regulations and
as per the amended provisions of the Act. The Policy intends
to ensure that proper reporting, approval and disclosure
processes are in place for all transactions between the
Company and related parties. The policy is uploaded on the
website of the Company at http://varunpepsi.com/wp-content/
uploads/2016/09/Policy-On-Related-Party-Transactions.pdf

Since all transactions which were entered into during the
Financial Year 2017 were on arm’s length basis and in the
ordinary course of business and there was no material related
party transaction entered by the Company during the Financial
Year 2017 as per Related Party Transactions Policy, hence no
detail is required to be provided in Form AOC-2 prescribed
under Clause (h) of Sub-section (3) of Section 134 of the Act
and Rule 8(2) of the Companies (Accounts) Rules, 2014.

PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS

Details of Loans, Guarantees, Securities and Investments
covered under the provisions of Section 186 of the Act are
given in the Notes to the Standalone Financial Statements.

SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

Your Company has following subsidiaries / associate
companies:

Subsidiaries

- Varun Beverages (Nepal) Private Limited;

- Varun Beverages Morocco SA;

- Varun Beverages Lanka (Private) Limited;

- Ole Springs Bottlers (Private) Limited (step-down subsidiary);
- Varun Beverages (Zambia) Limited; and

- Varun Beverages (Zimbabwe) (Private) Limited.

Associate Company

- Angelica Technologies Private Limited

During the year under review, your Company has increased its
shareholding in Varun Beverages (Zambia) Limited from 60%
to 90%. Further, your Company has divested its 41% stake in
Varun Beverages Mozambique Limitada, consequently, Varun
Beverages Mozambique Limitada ceased to be the subsidiary
of the Company.

After close of the year under review, Varun Beverages
(Zimbabwe) (Private) Limited, a subsidiary of the Company
established a greenfield production facility in Zimbabwe
for selling and distributing PepsiCo’'s products. Commercial
production and operations of the unit commenced on February
19, 2018.

To comply with provisions of Section 129 of the Act a separate
statement containing salient features of Financial Statements
of Subsidiaries, Associates and Joint Ventures of your Company
forms part of Consolidated Financial Statements.

Financial Statements of the aforesaid subsidiary companies
are kept open for inspection by the Members at the Registered
Office of your Company during business hours on all days
except Saturday & Sunday up to the date of the AGM as
required under Section 136 of the Act. Any Member desirous
of obtaining a copy of the said Financial Statements may write
to the Company at its Registered Office or Corporate Office.
The Financial Statements including the Consolidated Financial
Statements and all other documents required to be attached to
this Report have been uploaded on the website of the Company
at www.varunpepsi.com

To comply with the provisions of Regulation 16(c) of SEBI (LODR)
Regulations, the Board of Directors of the Company have approved
and adopted a Policy for determining Material Subsidiary and as on
December 31, 2017 none of the subsidiary is a Material Subsidiary
of the Company in terms of the said policy. The policy on Material
Subsidiary has been uploaded on the website of the Company
at http://varunpepsi.com/wp content/uploads/2016/09/Policy-
For-Determination-Of-Material-Subsidiary-And-Governance-0f-
Subsidiaries.pdf

DIRECTORS AND KEY MANAGERIAL PERSONNEL
Appointments

Mr. Pradeep Sardana (DIN 00682961), was appointed as
an Independent Director of the Company for a period of two
years with effect from March 28, 2016. Accordingly, his first
term of office is expiring on March 27, 2018. Pursuant to
the provisions of Section 161 of the Act and based on the
performance evaluation of Independent Directors and on
the recommendations of the Nomination and Remuneration
Committee, the Board of Directors in their meeting held on
February 16, 2018 re-appointed Mr. Pradeep Sardana as an
Independent Director of the Company (subject to the approval
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of members by a special resolution) with effect from March
28, 2018 for a period of upto 5 (Five) years. A notice has
been received from a member of the Company proposing his
candidature for being appointed as an Independent Director of
the Company.

Mr. Pradeep Sardana, being eligible and offering himself for re-
appointment, is proposed to be appointed as an Independent
Director for a second term of upto 5 (Five) years with effect
from March 28, 2018.

Further, based on the recommendations of the
Nomination and Remuneration Committee, the Board of
Directors have approved the appointment [subject to the
approval of members by ordinary resolution(s)] of Ms.
Sita Khosla (DIN : 01001803) w.e.f February 16, 2018,
Dr. Ravi Gupta (DIN: 00023487) and Ms. Rashmi Dhariwal (DIN:
00337814) w.e.f March 19, 2018 as Additional Independent
Directors of the Company to hold office for a period of upto 5

(Five) years.

Accordingly, Ms. Sita Khosla Dr. Ravi Gupta and Ms.
Rashmi Dhariwal, would hold office up to the date of the
ensuing AGM. In terms of Section 149 and other relevant
provisions of the Act, Ms. Sita Khosla, Dr. Ravi Gupta and
Ms. Rashmi Dhariwal, being eligible and offering themselves
for appointment, are proposed to be appointed as Independent
Directors for a period upto 5 (Five) years. Notice(s) proposing
their candidatures under Section 160 of the Act, have been
received from a Member of the Company.

Your Company has received necessary declarations from each
of the Independent Directors that he / she meets the criteria of
independence as laid down under Section 149 of the Act read
with Schedule IV and Rules made thereunder, as well as SEBI
(LODR) Regulations. The Board considered the independence of
each of the Independent Directors in terms of above mentioned
provisions and is of the view that they fulfill / meet the criteria of
independence and accordingly, recommends the appointments
of all the above-mentioned Directors.

To comply with the provisions of Section 152 of the Act and in
terms of the Articles of Association of the Company, Mr. Ravi
Kant Jaipuria, Non-Executive Director & Chairman and Mr. Raj
Pal Gandhi, Whole-time Director are liable to retire by rotation
at the ensuing AGM and being eligible, seeks re-appointment.
Your Board of Directors recommend their re-appointment.

Resignations

To comply with the provisions of Section 149(11) of the Act and
Regulation 25(2) of SEBI (LODR) Regulations, Dr. Girish Ahuja
and Mr. Ravindra Dhariwal ceased to be the Directors w.e.f.
March 19, 2018, due to completion of their second tenure as
Independent Directors of the Company.
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Further, Ms. Geeta Kapoor and Mr. Sanjoy Mukerji resigned
from directorship w.e.f. March 19, 2018 as their second tenure
is expiring on April 26, 2018 as Independent Directors of the
Company.

Key Managerial Personnel

Mr. Kapil Agarwal, Whole-time Director & Chief Executive
Officer and Mr. Kamlesh Kumar Jain, Whole-time Director &
Chief Financial Officer of the Company continued to be the Key
Managerial Personnel of your Company in accordance with
the provisions of Section 203 of the Act read with Companies
(Appointment and Remuneration of Managerial Personnel)
Rules, 2014.

During the year under review, Mr.Mahavir Prasad Garg, Company
Secretary & Compliance Officer resigned and Mr. Ravi Batra
was appointed as Company Secretary & Compliance Officer
(designated as Chief Risk Officer & Group Company Secretary) of
the Company with effect from May 12, 2017 and also designated
as one of the Key Managerial Personnel of the Company in terms
Section 203 of the Act. read with Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014.

BOARD EVALUATION

To comply with the provisions of Section 134(3)(p) of the Act
and the rules made thereunder, and Regulation 17(10) of SEBI
(LODR) Regulations, the Board has carried out the annual
performance evaluation of the Directors individually including
the Independent Directors (wherein the concerned director
being evaluated did not participate), Board as a whole, and
following Committees of the Board of Directors:

i)  Audit Committee;
ii)  Nomination and Remuneration Committee;
iii) Stakeholders’ Relationship Committee; and

iv) Corporate Social Responsibility Committee.

The manner in which the annual performance evaluation has
been carried out is explained in the Corporate Governance
Report which forms part of this report. Board is responsible to
monitor and review Directors’ Evaluation framework.

Further, to comply with Regulation 25(4) of SEBI (LODR)
Regulations, Independent Directors also evaluated the
performance of Non Independent Directors, Chairman and
Board as a body at a separate meeting of Independent Directors.

MEETINGS OF THE BOARD AND COMMITTEES

The number of meetings of the Board and various Committees of
your Company are set out in the Corporate Governance Report
which forms part of this report. The intervening gap between the
meetings was within the period prescribed under the provisions
of Section 173 of the Act and SEBI (LODR) Regulations.



REMUNERATION POLICY

To comply with the provisions of Section 178 of the Act read
with Rules made thereunder and Regulation 19 of SEBI (LODR)
Regulations, the Company’s Remuneration Policy for Directors,
Key Managerial Personnel and Senior Management is uploaded
on the website of the Company at www.varunpepsi.com

REMUNERATION OF DIRECTORS, KEY MANAGERIAL
PERSONNEL AND PARTICULARS OF EMPLOYEES

The information required to be disclosed in the Board's
Report pursuant to Section 197 of the Act read with Rule
5 of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014 is attached to this report as
Annexure - B.

STATUTORY AUDITORS

In terms of Section 139 of the Act and the rules made
thereunder, M/s Walker Chandiok & Associates, Chartered
Accountants was appointed as Joint Statutory Auditors of
the Company for a term of 2 (Two) years by the members at
their meeting held on May 30, 2016 to hold office until the
conclusion of 23 AGM of the Company scheduled on April
17, 2018.

Your Board, based on the recommendations received from
the Audit Committee, recommended the appointment of
M/s. Walker Chandiok & Co. LLP, (Firm Registration Number
001076N/N500013) as Joint Statutory Auditors of the
Company to hold office for a term of up to 5 (Five) years from
the conclusion of 23 AGM until the conclusion of the 28
AGM of the Company to be held in the Financial Year 2023,
subject to ratification by the members at every AGM of the
Company.

Members of the Company in their 22" AGM held on April 17,
2017 appointed M/s. APAS & Co., Chartered Accountants (Firm
Registration Number 000340C) as Joint Statutory Auditors of
the Company to hold office for a period of 5 (Five) years i.e. till
the conclusion of the 27" AGM of the Company to be held in the
Financial Year 2022, subject to ratification by the Members at
every AGM.

Your Company has received letters from M/s. Walker
Chandiok & Co. LLP, Chartered Accountants and M/s
APAS & Co., Chartered Accountants to the effect that their
appointment, if made/ ratified, would be in accordance with
the provisions of the Act and the Companies (Audit and
Auditors) Rules, 2014. The Board of Directors in their meeting
held on February 16, 2018 recommended appointment /
ratification of their appointment.

The Statutory Auditors’ Report for the Financial Year 2017
does not contain any qualification, reservation or adverse
remarks.

COST AUDIT

In terms of Section 148 of the Act and the Companies (Cost
Records and Audit) Rules, 2014 and any amendment thereto,
Cost Audit is not applicable to the Company.

SECRETARIAL AUDITORS

Your Board, on the recommendation of the Audit Committee,
has appointed M/s. Sanjay Grover & Associates, Company
Secretaries to conduct the Secretarial Audit of your Company.
The Secretarial Audit Report for the Financial Year 2017
is attached to this report as ‘Annexure - C’. The observation
contained in the audit report is self-explanatory and does not
call for any further comments.

RISK MANAGEMENT

Your Company has a robust Risk Management Policy which
identifies and evaluates business risks and opportunities.
The Company recognize that these risks need to be managed
and mitigated to protect the interest of the stakeholders
and to achieve business objectives. The risk management
framework is aimed at effectively mitigating the Company’s
various business and operational risks, through strategic
actions.

INTERNAL FINANCIAL CONTROLS

Your Company has in place adequate Internal Financial
Controls. The report on the Internal Financial Controls issued
by M/s. Walker Chandiok & Associates, Chartered Accountants
and M/s. APAS & Co., Chartered Accountants, the Joint Statutory
Auditors of the Company is attached to the Audit Report on the
Financial Statements of the Company and does not contain any
reportable weakness of the Company.

TRAINING PROGRAM ON FOREIGN CORRUPT PRACTICES
ACT (FCPA)

Your Company strive to meet the highest standards of
ethical and legal practice and part of that promise is to
provide ourselves with ongoing education to face fast-
moving challenges in law and regulation and commercial
practice. Accordingly, during the year under review, your
Company organized training session on FCPA to help
Employees and Board of Directors of the Company to enable
them to understand, identify, address and resolve some of
the toughest compliance issues.

REPORT OF THE MONITORING AGENCY ON UTILIZATION OF
INITIAL PUBLIC OFFERING (IPO) PROCEEDS

To comply with Regulation 32 of SEBI (LODR) Regulations, during
the year under review, report on utilization of IPO proceeds was
issued by Yes Bank Limited (Monitoring Agency) confirming that
funds raised through IPO have been fully utilized in consistent
with the objects to the offer as defined under the IPO documents
filed with the Securities and Exchange Board of India (SEBI).
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CORPORATE SOCIAL RESPONSIBILITY

The composition, role, functions and powers of the Corporate
Social Responsibility (CSR) Committee of the Company are in
accordance with the requirements of the Companies Act, 2013.
As on December 31, 2017 the CSR Committee comprises of Mr.
Ravi Kant Jaipuria as Chairman, Mr. Raj Pal Gandhi (Whole-time
Director) and Mr. Ravindra Dhariwal (Independent Director) as
members of the Committee.

After close of the year under review and consequent to the
resignation of Mr. Ravindra Dhariwal, the Committee was
reconstituted as follows with the following members w.e.f
March 19, 2018:

Sl. |Name Category Designation

No.

1. | Mr. Ravi Kant Jaipuria | Non-Executive Chairman
Director

Mr. Raj Pal Gandhi Executive Director | Member

Ms. Rashmi Dhariwal |Independent Member

Director

Your Company has a Corporate Social Responsibility
Policy which is uploaded on the website of the Company at

www.varunpepsi.com

Annual Report on CSR activities for the Financial Year 2017 as
required under Section 134 and 135 of the Act read with Rule
8 of the Companies (Corporate Social Responsibility Policy)
Rules, 2014 and Rule 9 of the Companies (Accounts) Rules,
2014 is attached to this Report as Annexure - D.

DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to Section 134(3)(c) read with Section 134(5) of the
Act, the Directors state:

(@) that in the preparation of the annual accounts for the
Financial Year ended December 31, 2017, the applicable
accounting standards have been followed along with
proper explanation relating to material departures;

(b) that the Directors have selected such accounting policies
and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a
true and fair view of the state of affairs of your Company
as at December 31, 2017 and of the profits of the Company
for the period ended on that date;

(c) that proper and sufficient care has been taken for
the maintenance of adequate accounting records in
accordance with the provisions of Act for safeguarding the
assets of your Company and for preventing and detecting
fraud and other irregularities;

(d) that the annual accounts have been prepared on a going
concern basis;
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(e) that proper internal financial controls laid down by
the Directors were followed by the Company and that
such internal financial controls are adequate and were
operating effectively; and

(f) that proper systems to ensure compliance with the
provisions of all applicable laws were in place and that
such systems were adequate and operating effectively.

OTHER INFORMATION
Management Discussion and Analysis Report

Management Discussion and Analysis Report for the year
under review, as stipulated under Regulation 34(2)(e) of SEBI
(LODR) Regulations, is attached with this report.

Business Responsibility Report

Business Responsibility Report for the year under review, as
stipulated under Regulation 34(2)(f) of SEBI (LODR) Regulations,
is attached with this report.

Conservation of Energy, Technology Absorption and Foreign
Exchange Earnings and Outgo

The information on conservation of energy, technology
absorption and foreign exchange earnings and outgo as
stipulated under Section 134(3)(m) read with Rule 8 of the
Companies (Accounts) Rules, 2014 is attached to this report as
Annexure - E.

Corporate Governance

Your Company is committed to maintain the highest standards
of Corporate Governance and adhere to the Corporate
Governance requirements set out by SEBI. The report on
Corporate Governance as stipulated under the SEBI (LODR)
Regulations forms an integral part of this Report and the
same is attached to this report as Annexure — F. The requisite
certificate from M/s. Sanjay Grover & Associates, Company
Secretaries confirming compliance with the conditions of
corporate governance is also attached with the Corporate
Governance Report.

Listing

The Equity Shares of the Company are listed on the trading
terminals of the National Stock Exchange of India Limited and
BSE Limited.

Both these stock exchanges have nation-wide terminals. The
Company has paid the listing fee to both the Stock Exchanges.

Extract of the Annual Return

The details forming part of the extract of the Annual Return
in Form No. MGT - 9 in accordance with the provisions of
Section 92 of the Act read with the Companies (Management
and Administration) Rules, 2014, is attached to this report as
Annexure - G.



Research and Development (R&D)

During the year under review, no Research & Development was
carried out.

CAUTIONARY STATEMENT

Statements in the Board's Report and the Management
Discussion & Analysis describing the Company’s objectives,
expectations or forecasts may be forward looking within the
meaning of applicable laws and regulations. Actual results
may differ materially from those expressed in the statements.

GENERAL

Your Directors confirm that no disclosure or reporting is
required in respect of the following items as there was no
transaction on these items during the year under review:-

1. Issue of equity shares with differential voting rights as to
dividend, voting or otherwise.

2.  The Whole-time Directors of the Company does not
receive any remuneration or commission from any of its
subsidiaries.

3. No significant or material orders were passed by the
Regulators or Courts or Tribunals which impact the going
concern status and Company’s operations in future.

4. Issue of Sweat Equity Shares.

5. Nocase was filed under the Sexual Harassment of Women
at Workplace (Prevention, Prohibition and Redressal) Act,
2013.

6. The Company is in regular compliance of the applicable
provisions of Secretarial Standards issued by the Institute
of Company Secretaries of India.

ACKNOWLEDGEMENTS

Your Company's organizational culture upholds professionalism,
integrity and continuous improvement across all functions,
as well as efficient utilization of the Company’s resources for
sustainable and profitable growth.

Your Directors wish to place on record their appreciation
for the sincere services rendered by employees of the
Company at all levels. Your Directors also wish to place on
record their appreciation for the valuable co-operation and
support received from the various Government Authorities,
the Banks / Financial Institutions and other stakeholders
such as, members, customers and suppliers, among others.
Your Directors also commend the continuing commitment
and dedication of the employees at all levels, which has been
critical for the Company’s success. Your Directors look forward
to their continued support in future.

For and on behalf of the Board of Directors
For Varun Beverages Limited

Place : Gurugram
Date: March 19, 2018 Ravi Kant Jaipuria
Chairman

DIN : 00003668
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ANNEXURE -A

Statement as at December 31, 2017 pursuant to Rule 12 (9) of Companies (Share Capital and Debentures) Rules, 2014 and the
Regulations 14 of Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014:

The Company has two Employee Stock Option Schemes viz. Employee Stock Option Scheme - 2013 (ES0S-2013) and Employee
Stock Option Scheme - 2016 (ESOS - 2016). All the relevant details of these schemes are provided below.

Following details are also available on the website of the Company and can be accessed at www.varunpepsi.com

A.

Relevant disclosures in terms of the ‘Guidance note on accounting for employee share-based payments’ issued by ICAl or any
other relevant accounting standards as prescribed from time to time.

Please refer Note no. 52 of Notes to the Standalone Financial Statements forming part of the Annual Report.

Diluted EPS on issue of shares pursuant to all the schemes covered under the regulations in accordance with ‘Indian
Accounting Standard (Ind AS) - 33 - Earnings Per Share’ or any other relevant accounting standards as prescribed from time

to time:

Disclosure on diluted EPS

Fully diluted EPS pursuant to issue of Equity Shares on exercise of
stock options calculated in accordance with Ind AS - 33 ‘Earning

Per Share’

ESOS - 2013 ESOS - 2016

¥ 12.91 on a standalone basis

Not Applicable

C.

Details Relating to ESOS - 2013

Sl

No.

Particulars

Details

(i)
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(a) Date of shareholders’ approval
(b) Total number of options approved / granted
(c) Vesting requirements

d) Exercise price or pricing formula

Maximum term of options granted

Source of shares (primary, secondary or combination)
g) Variation in terms of options

o
—

—_— | — =
-

Varun Beverages Limited

May 13, 2013

26,75,400

25% - On the date of Grant of options (First Vesting);

25% - On the 1st day of January in the calendar year
succeeding the calendar year of First Vest (Second Vesting);
25% - On the 1st day of January in the calendar year
succeeding the calendar year of Second Vest (Third Vesting); and
25% - On the 1st day of January in the calendar year
succeeding the calendar year of Third Vest (Fourth Vesting)

All the options granted under this scheme have been vested
on or before January, 2016.

T 149.51 per equity share.

5 years for exercising the options from the date of vesting
Primary

Under the erstwhile ESOS 2013, the vesting was to occur
at the time of filing of the Red Herring Prospectus by the
Company for the purpose of IPO and the exercise period
was to commence only after the IPO. The vesting period got
amended by the Board of Directors on December 1, 2015
in such a way that the 1%, 2" and 3™ vesting occurred on
December 1, 2015 and the restriction on exercise of the
option after IPO was removed. Thereafter, the ESOS 2013
was amended on November 2, 2016 removing the restriction
to exercise the Options in full in respect of the shares vested
on a Vesting Date.

During the year under review, there was no variation in terms
of options.



Sl. |Particulars Details
No.
(i) | Method used to account for ESOS - 2013 Fair value
(iii) | Difference between the employee compensation cost|During the Financial Year 2017, the Company followed Fair
using the intrinsic value of stock options and the employee | Value accounting of stock options. All the options have been
compensation cost that shall have been recognized if it had | vested & there were no accounting charge to Statement of
used the fair value of the options. Profit & Loss for the year.
The impact of this difference on profits and on EPS of the
Company.
(iv) | Option movement during Financial Year — 2017
Number of options outstanding at the beginning of the year |352,700
Number of options granted during the year Nil
Number of options forfeited / lapsed during the year Nil
Number of options vested during the year Nil
Number of options exercised during the year 274,415
Number of shares arising as a result of exercise of options | 274,415
Money realized by exercise of options, if scheme is|341,027,786.65
implemented directly by the Company
Loan repaid by the Trust during the year from exercise price | Not Applicable
received
Number of options outstanding at the end of the year 78,285
Number of options exercisable at the end of the year 78,285 "
(v) | Weighted-average exercise prices and weighted-average fair | Please refer Note no. 52 of Notes to the Standalone Financial o
values of options shall be disclosed separately for options | Statements forming part of the Annual Report. g—
whose exercise price either equals or exceeds or is less than ;
the market price of the stock .‘g"
S
(vi) Employee wise details of the shares issued during the year to: @

Name

Designation No. of Options | Exercise Price (3)

granted

(vii)

(i)
(ii)

Senior Managerial Personnel -

that year - Nil

identified employees who were
granted option during any one
year equal to or exceeding 1% of
the issued capital of the Company
(excluding outstanding warrants and
conversions) at the time of grant.

(iii) Nil

Method and significant assumptions used during the year
to estimate the fair value of options including the following
information:

(a) the weighted-average values of share price
(b) weighted average exercise price

(c) Expected volatility

(d) Expected option life

(e) Expected dividends

(f)

Risk-free interest rate and any other inputs to the model

Nil

any other employee who receives a grant in any one year of option amounting to 5% or more of option granted during

Nil Nil Nil

Black-Scholes-Merton formula.

3361.42

3 149.51

16.63%

7.56 years for 2,006,550 options and 7.64 years for 668,850 options.
0%

7.53%
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Sl. |Particulars Details
No.

(g) the method used and the assumptions made to|N.A.
incorporate the effects of expected early exercise;

(h) how expected volatility was determined, including an | Since the Company was unlisted at the time of grant of
explanation of the extent to which expected volatility | options and no peer listed Company was available, average
was based on historical volatility; and volatility of closing price of BSE 500, during the period from

January 1, 2013 to December 31, 2013 was considered.

(i)  whether and how any other features of the option grant | Not considered.
were incorporated into the measurement of fair value,
such as a market condition.

D. Details Relating to ESOS - 2016*

Sl. |Particulars Details

No.

(i) |(a@) Date of shareholders’ approval April 27,2016

(b) Total number of options approved / granted Nil

(c) Vesting requirements Unless otherwise specified in ES0S-2016, the continuation of

the Grantee in the services of the Company shall be primary
requirement of the Vesting

25% - One year from the date of Grant (First Vesting)

25% - On the 1% day of January in the calendar year
succeeding the calendar year of First Vest (Second Vesting)
25% - On the 1% day of January in the calendar year succeeding
the calendar year of Second Vest (Third Vesting)

25% - On the 1% day of January in the calendar year
succeeding the calendar year of Third Vest (Fourth Vesting)

(d) Exercise price or pricing formula Not applicable.

(e) Maximum term of options granted Not applicable.

(f)  Source of shares (primary, secondary or combination) |Not applicable.

(g) Variation in terms of options Not applicable.

(i) |Method used to account for ESOS - 2016 Not applicable.
(iii) | Difference between the employee compensation cost|Not applicable.

using the intrinsic value of stock options and the employee

compensation cost that shall have been recognized if it had

used the fair value of the options.

The impact of this difference on profits and on EPS of the | Not applicable.

Company.

(iv) | Option movement during Financial Year - 2017

Number of options outstanding at the beginning of the year | Nil

Number of options granted during the year Nil

Number of options forfeited / lapsed during the year Nil

Number of options vested during the year Nil

Number of options exercised during the year Nil
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Sl. | Particulars Details
No.

Number of shares arising as a result of exercise of options | Nil

Money realized by exercise of options, if scheme is|Notapplicable
implemented directly by the Company
Loan repaid by the Trust during the year from exercise price | Not Applicable

received
Number of options outstanding at the end of the year Nil
Number of options exercisable at the end of the year Nil

(v) |Weighted-average exercise prices and weighted-average | Not applicable
fair values of options whose exercise price either equals or
exceeds or is less than the market price of the stock

(vi) Employee wise details of the shares issued to:

Name Designation No. of Options Exercise
granted Price )

(i)  Senior Managerial Personnel Not applicable.

(i) any other employee who receives a grant in any one | Not applicable.
year of option amounting to 5% or more of option
granted during that year

(iii)  identified employees who were granted option during | Not applicable.
any one year equal to or exceeding 1% of the issued
capital of the Company (excluding outstanding warrants
and conversions) at the time of grant.

=

Description of the method and significant assumptions used | Not applicable.
during the year to estimate the fair value of options including
the following information:

(vii
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(a) the weighted-average values of share price, exercise
price, expected volatility, expected option life,
expected dividends, the risk-free interest rate and
any other inputs to the model;

(b) the method used and the assumptions made to
incorporate the effects of expected early exercise;

(c) how expected volatility was determined, including an
explanation of the extent to which expected volatility
was based on historical volatility; and

(d) whether and how any other features of the option
grant were incorporated into the measurement of fair
value, such as a market condition.

*The Company has not granted any stock options under ESOS 20146 till date.

For and on behalf of the Board of Directors
For Varun Beverages Limited

Place : Gurugram Ravi Kant Jaipuria
Date: March 19,2018 Chairman
DIN : 00003668
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ANNEXURE - B

Details pertaining to Remuneration as required under Section 197 (12) of the Companies Act, 2013 read with Rule 5(1) of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014

(i)  Ratio of the remuneration of each director to the median remuneration of the employees of the Company for the Financial
Year 2017, the percentage increase in remuneration of each of the Director, Chief Executive Officer, Chief Financial Officer and
Company Secretary during the Financial Year 2017:

& in Million)
Sl. | Name of Director/KMP and Designation Remuneration of % increase in Ratio of Remuneration
No. Director/KMP for Remuneration in of Director to Median
Financial Year 2017 [Financial Year 2017 | Remuneration of employees
1. | Mr.Varun Jaipuria, Whole-time Director 29.42 22.28 % 113.15
Mr. Raj Pal Gandhi, Whole-time Director 38.34 24.48 % 147.46
Mr. Kapil Agarwal, Whole-time Director & Chief 4474 13.87 % 172.08
Executive Officer
4. | Mr. Kamlesh Kumar Jain, Whole-time Director & 11.25 50.20 % 43.27
Chief Financial Officer
5. | *Mr. Mahavir Prasad Garg, Company Secretary 1.00 - 3.85*
6. | **Mr. Ravi Batra, Chief Risk Officer & Group 4.25 - 16.35@
Company Secretary

* Resigned with effect from May 12, 2017.
** Joined with effect from May 12, 2017
#For calculation of Ratio of Remuneration of Mr. Mahavir Prasad Garg to median Remuneration figures till May 12, 2017 have been considered.

@ For calculation of Ratio of Remuneration of Mr. Ravi Batra to median Remuneration figures from May 12, 2017 have been considered.

(i)  The number of permanent employees as on December 31, 2017 were 4,896 and the median remuneration was ¥ 0.26 Million
annually. The median remuneration of employees (excluding above Directors and KMPs) in Financial Year 2017 has increased
by 7.97 % as the Company had set aggressive business targets and expansions for the year ahead.

(iii) The remuneration of Directors, KMPs and other employees is in accordance with the Remuneration Policy of the Company
which is uploaded on the website of the Company at www.varunpepsi.com

(iv) The average percentile increase already made in the salaries of employees other than managerial personnel in the last
financial year was 12.80% and the average percentile increase in the remuneration of managerial personnel was 27.71%.
The higher percentage in the increase of managerial personnel was based on external benchmarking, growth plans of the
Company and individual performance of the managerial personnel.

32 Varun Beverages Limited



Statement of particulars under Section 197(12) of the Act and Rule 5 (2) of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014, for the year ended December 31, 2017 (also includes the details of top ten employees of
the Company)

S. |Name Designation Remuneration| Age |[Qualification Experience [Last Employment Date of
No. Received in years Commencement
 in million) of Employment
1. [Mr.Varun Jaipuria  [Whole-time Director 29.42| 30 |Attended Millfield 9 - July 01, 2009
School, Somerset,
England
2. |Mr.Raj Pal Gandhi  |Whole-time Director 38.34| 60 |FCA 37 Devyani Beverages Ltd. November 01,
2004
3. |Mr. Kapil Agarwal Whole-time Director 44.74| 53 |PGDM 26 Devyani Beverages Ltd. November 01,
& Chief Executive 2004
Officer
4. [Mr. Kamlesh Kumar |Whole-time Director 11.25| 56 |FCA 28 Devyani Beverages Ltd. November 01,
Jain & Chief Financial 2004
Officer
5. |Mr.R.J.S.Bagga Chief Operating 21.08f 55 [M.Tech. 31 Eveready Industries December 11,
Officer 1995
6. [Mr.Vivek Gupta* Executive Director 13.20| 54 |BAEconomics 30 Lunarmech April 01, 2015
Hons., PGDM (IIMA) Technologies Pvt. Ltd.
7. |Mr. Sanjay Ranbir Group Head - HR 15.00f 55 |[MBA 31 Samsung India November 09,
Bali Electronics Pvt. Ltd. 2015
8. [Mr. Sudin Kumar Chief Operating 10.23| 46 |B.Com. 18 Goa Bottling Company June 21, 2000
Gaunker Officer Limited g
9. [Mr.Bhupender Singh |Sr. Vice President 9.53] 53 |[MBA 27 ABinbev India Private May 01, 2015 £
Limited 3
10. [Mr.Kamal Karnatak |[Sr.Vice President 8.60| 45 [MBA 22 Unitech Limited October 01, 2008 E
o
*Not a member of the Board of Directors of the Company. &

Notes:-

1. Mr.Varun Jaipuria is the son of Mr. Ravi Kant Jaipuria, Chairman of the Company and holds 39,175,500 (21.45%) equity shares
in the Company. None of the other employees hold by himself or along with his/her spouse and dependent children, 2% or
more of equity shares of the Company.

2. None of the employee receive remuneration during 2017 in excess of the remuneration of any of the Directors except the
details of employees forming part of this annexure.

3. Nature of employment for all these employees are permanent.

For and on behalf of the Board of Directors
For Varun Beverages Limited

Place : Gurugram Ravi Kant Jaipuria
Date: March 19, 2018 Chairman
DIN : 00003668
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ANNEXURE - C

SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2017

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

To,

The Members,

Varun Beverages Limited

(CIN: L74899DL1995PLC069839)
F-2/7 Okhla Industrial Area Phase |
New Delhi-110020

We have conducted the secretarial audit of the compliance of
applicable statutory provisions and the adherence to good
corporate practices by Varun Beverages Limited (the Company).
Secretarial Audit was conducted in a manner that provided
us a reasonable basis for evaluating the corporate conducts/
statutory compliances and expressing our opinion thereon.

We report that-

a) Maintenance of secretarial records is the responsibility of
the management of the Company. Our responsibility is to
express an opinion on these secretarial records based on
our audit.

b) We have followed the audit practices and processes as
were appropriate to obtain reasonable assurance about
the correctness of the contents of the secretarial records.
The verification was done on test basis to ensure that
correct facts are reflected in secretarial records. We
believe that the processes and practices, we followed
provide a reasonable basis for our opinion.

c)  We have not verified the correctness and appropriateness
of the financial statements of the Company.

d) Wherever required, we have obtained the management
representation about the compliances of laws, rules and
regulations and happening of events etc.

e) The compliance of the provisions of the corporate and
other applicable laws, rules, regulations, standards is the
responsibility of the management. Our examination was
limited to the verification of procedures on test basis.

f)  The Secretarial Audit report is neither an assurance as to
the future viability of the company nor of the efficacy or
effectiveness with which the management has conducted
the affairs of the Company.

Based on our verification of the Company’'s books, papers,
minute books, forms and returns filed and other records
maintained by the Company and also the information
provided by the Company, its officers, agents and authorized
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representatives during the conduct of Secretarial Audit, we
hereby report that in our opinion, the company has, during the
audit period covering the financial year started from January
1, 2017 ended on December 31, 2017 (“audit period”) complied
with the statutory provisions listed hereunder and also that
the Company has proper Board processes and compliance
mechanism in place to the extent, in the manner and subject to
the reporting made hereinafter:

We have examined the books, papers, minute books, forms and
returns filed and other records maintained by the company for
the financial year ended on December 31, 2017 according to
the provisions of:

(i) The Companies Act, 2013 (the Act) and the rules made
thereunder;

(i) The Securities Contracts (Regulation) Act, 1956 (‘'SCRA)
and the rules made thereunder;

(iii) The Depositories Act, 1996 and the Regulations and Bye-
laws framed thereunder;

(iv) Foreign Exchange Management Act, 1999 and the rules
and regulations made thereunder to the extent of Foreign
Direct Investment, Overseas Direct Investment and
External Commercial Borrowings;

(v)  The following Regulations prescribed under the Securities
and Exchange Board of India Act, 1992 (‘SEBI Act’):-

(@) The Securities and Exchange Board of India
(Substantial Acquisition of Shares and Takeovers)
Regulations, 2011;

(b) The Securities and Exchange Board of India
(Prohibition of Insider Trading) Regulations, 2015;

(c) *The Securities and Exchange Board of India (Issue of
Capital and Disclosure Requirements) Regulations,
2009;

(d) The Securities and Exchange Board of India (Share
Based Employee Benefits) Regulations, 2014;

(e) The Securities and Exchange Board of India (Issue
and Listing of Debt Securities) Regulations, 2008;

(f)  The Securities and Exchange Board of India
(Registrars to an Issue and Share Transfer Agents)
Regulations, 1993 regarding the Companies Act and
dealing with client;



(g) *The Securities and Exchange Board of India
(Delisting of Equity Shares) Regulations, 2009;

(h) *The Securities and Exchange Board of India
(Buyback of Securities) Regulations, 1998; and

(i) The Securities and Exchange Board of India
(Listing Obligations and Disclosures Requirements)
Regulations, 2015, with which the Company has
generally complied with and the compliances of
these regulations needs to be streamlined.

*No event took place under these regulations during the audit
period.

We have also examined compliance with the applicable clauses
of the Secretarial Standard on Meetings of the Board of
Directors (5S-1) and Secretarial Standard on General Meetings
(5S-2) issued by the Institute of Company Secretaries of India,
with which the Company has generally complied with and the
compliances of Secretarial Standards needs to be streamlined.

During the audit period, the Company has complied with the
provisions of the Act, Rules, Regulations and Guidelines to the
extent applicable as mentioned above subject to the observations
elsewhere given in this report. Further, as informed by the
management, the Company isin process of filing form MGT-14 for
resolution passed by the Board in their meeting held on February
20, 2017 for issue of non-convertible debentures aggregating to
¥ 3.00 billion. Though the Company has filed form MGT-14 for
special resolution passed by the shareholders authorizing the
issue and resolution passed by the Share Allotment Committee
of the Board for allotment of non-convertible debentures.

The Company is engaged in the business of manufacturing,
selling, bottling and distribution of beverages of Pepsi brand.
As informed by the Management, Food Safety & Standards Act,
2006, Rules and Regulations made thereunder, are specifically
applicable to the company.

In our opinion and to the best of our information and according
to explanations given to us, we believe that the Company
is having systems in place to check the compliance of laws
specifically applicable to the Company, which needs to be further
strengthened. Further, the quarterly report of compliance should
be placed before the Board of Directors of the Company.

We further report that the Board of Directors of the Company
is duly constituted with proper balance of Executive Directors,
Non-Executive Directors and Independent Directors. The
changes in the composition of the Board of Directors that took
place during the audit period were carried out in compliance with
the provisions of the Act, however, the re-appointment(s) of two
Independent Director(s) is subject to the ratification/ approval by
the members of the Company at ensuing Annual General Meeting.

Advance notice is given to all directors to schedule the
board meetings, agenda and detailed notes on agenda were

sent at least seven days in advance, and a system exists for
seeking and obtaining further information and clarifications
on the agenda items before the meeting and for meaningful
participation at the meeting.

Board decisions are carried out with unanimous consent and
therefore, no dissenting views were required to be captured
and recorded as part of the minutes.

We further report that there are systems and processes in the
company commensurate with the size and operations of the
company to monitor and ensure compliance with applicable
laws, rules, regulations and guidelines, however, quarterly
report of compliance of applicable laws should be placed
before the Board of Directors of the Company.

We further report that during the audit period:

1. The shareholders of the Company at their Annual General
Meeting held on April 17, 2017 passed the following
special resolutions:

a) pursuant to the provisions of Regulation 12 of the
Securities and Exchange Board of India (Share Based
Employee Benefits) Regulations, 2014 and all other
applicable provisions, if any, of the Act & the rules
made thereunder for ratifying the Employee Stock
Option Scheme - 2013 (ESOS- 2013) approved by
the Shareholders of the Company on May 13, 2013
and Employee Stock Option Scheme - 2016 (ESOS-
2016) approved by the Shareholders of the Company
on April 27, 2016; and

b) pursuant to the provisions of Section 42, 71 and
other applicable provisions, if any, of the Act and
the rules made thereunder for approving the issue
of secured/ unsecured redeemable non- convertible
debentures, in one or more series/ tranches upto
< 10,000,000,000/- (Rupees Ten Billion Only) on
private placement basis.

2. Pursuant to the resolution passed by the Board at its
meeting held on February 20, 2017, allotment of 3000
Secured, Rated, Listed, Redeemable, Non- Convertible
Debentures (“Debenture”/ “NCD”) of the face value of ¥
1,000,000/~ (One Million Only) was made by the Share
Allotment Committee on Private placement basis to
RBL Bank Limited and Kotak Mahindra Bank Limited
amounting to ¥ 3,000,000,000/- (Rupees Three Billion
Only), which were listed on National Stock Exchange of
India (“NSE”) w.e.f. March 07, 2017.

For Sanjay Grover & Associates
Company Secretaries
Firm Registration No. P2001DE052900

New Delhi Devesh Kumar Vasisht
February 16, 2018 Partner
CP No.: 13700
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ANNUAL REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR) ACTIVITIES FOR THE FINANCIAL YEAR 2017

ANNEXURE - D

(1) A brief outline of the Company’s CSR policy, including overview of projects or Refer Section on Corporate Social
programs proposed to be undertaken and a reference to the web-link to the CSR Responsibility in Board’'s Report
policy and projects or Programs and Composition of the CSR Committee.

(2) Average net profit of the Company for last three Financial Years 3 1,381.26 Million

(3) Prescribed CSR Expenditure (two per cent of the amount as in item 2 above) T 27.63 Million

(4) Details of CSR spent during the Financial Year 2017.

(a) Total amount to be spent for the Financial Year; ¥ 27.63 Million
(b) Amount unspent, if any; Nil
(c) Manner in which the amount spent during the Financial Year Details given below
R in Million)

(1) (2) (3) (4) (5) (6) (7) (8)

Sl. | CSR project Sector in which | Projects or Amount outlay| Amount spent Cumulative | Amount

No. | or activity the project is Programs (budget) | on the projects | expenditure up | spent direct
identified covered (1) Local area or project or or Programs | to the reporting | or through

(2) other Program wise Sub Heads; period | implementing
Specify the state (1) Direct agency

and district expenditure

where projects on projects or

or programs programs

was undertaken (2) Overheads

1 Promoting Promoting Gurugram, 24.00 24.00 24.00 [ Through Siksha
education Education Haryana Kendra, Delhi
of poor and Public School
underprivileged Gurugram,
children under Champa

Devi Jaipuria
Charitable
Trust

2 | Providing safe Making Kanpur, 3.56 3.56 3.56 | Direct
drinking water available safe | Uttar Pradesh

drinking water

3 | Promoting Promoting Gurugram, 0.17 0.17 0.17 | Direct
Healthcare by Preventive Haryana
participating Healthcare
in “Mission TB
Free Haryana”
and Free Health
Check-up Camps

Total 27.73 27.73 27.73

RESPONSIBILITY STATEMENT

“The implementation and monitoring of Corporate Social Responsibility (CSR) Policy, is in compliance with CSR Objectives and

Policy of the Company.”

For and on behalf of the Board of Directors
For Varun Beverages Limited

Ravi Kant Jaipuria
Chairman
DIN : 00003668

Kapil Agarwal
Whole Time Director & CEO
DIN : 02079161

Place : Gurugram
Date : March 19, 2018
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ANNEXURE - E

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE EARNINGS AND OUTGO REQUIRED UNDER
THE COMPANIES (ACCOUNTS) RULES, 2014

The details of conservation of energy, technology absorption, foreign exchange earnings and outgo are as follows:

(a) Conservation of energy

(i) |the steps taken or impact on conservation of | A multi-pronged approach is deployed in plants as well as products to
energy infuse the concept of energy conservation. Some of the energy conservation

measures adopted across the Company were:

1. Use of frequency drive in ammonia and air compressor which saves
electric energy.

2. Heatrecovery from hot compressed gases and used for heating water.
Beverage filling at higher temperature leading to power savings in
refrigeration.

Replacement of CFL/FTL lamps with LED lamps.

5. Replacement of low efficiency pump with energy efficient pump.
Improving efficiency of energy indicator parameters like electricals, air,
refrigeration, fuel and water.

7.  Optimizing the resources allocation and minimizing wastages.

(ii) |the steps taken by the Company for utilizing | The Company has successfully utilized the environment friendly fuels like
alternate sources of energy biomass for steam generation and solar energy.

(iii) | the capitalinvestment on energy conservation|1. Installation and commissioning of Solar Plant at Nuh Plant.
equipments 2. Air recovery system in Blow Moulding Machine.

3. Green Oven for Bottle Blowing machine.

(b) Technology absorption

(i) |the efforts made towards technology The Company has been continuously improving on resource use efficiencies,
absorption especially that of common resources such as water and energy. The Company

follows series of environment performance Indicators for monitoring natural

resources consumption on per case basis and continual improvement is
being achieved and sustained.

(ii) |thebenefitsderivedlike productimprovement, | Over the past ten years Company reduced water usage significantly on per
cost reduction, product development or|case basis and significant reduction of energy consumption on per case
import substitution basis.

(iii) |in case of imported technology (imported |There is no imported technology involved in the operation of the Company.
during the last three years reckoned from the
beginning of the financial year)-

(a) the details of technology imported N.A.

(b) the year of import; N.A.

(c) whether the technology been fully|N.A.
absorbed

(d) if not fully absorbed, areas where|N.A.
absorption has not taken place, and the
reasons thereof

(iv) |the expenditure incurred on Research and |Due to the nature of its business, the Company is not initiating any specific
Development research and development activities.

(c) Foreign Exchange Earnings & Outgo

 in Million)

Sl. |Particulars As at As at

No. December 31, 2017 | December 31, 2016

(i) |Earnings in Foreign Currency 580.37 399.67

(ii) | Expenditure in Foreign Currency 2,376.02 1,459.05

Place : Gurugram

Date:

March 19, 2018

For and on behalf of the Board of Directors
For Varun Beverages Limited

Ravi Kant Jaipuria

Chairman
DIN: 00003668
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CORPORATE GOVERNANCE REPORT

To comply with Regulation 34 read with Schedule V of the
Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015 [*SEBI (LODR)
Regulations”], the report containing the details of Corporate
Governance of Varun Beverages Limited (“the Company”/
“VBL") is as follows:

COMPANY’S PHILOSOPHY ON CODE OF GOVERNANCE

Corporate Governance is creation and enhancing long-term
sustainable value for the stakeholders through ethically driven
business process. At VBL, it is imperative that your Company
affairs are being managed in a fair and transparent manner.

Corporate Governance is all about maintaining a valuable
relationship and trust with all stakeholders. We consider
stakeholders as partners in our success and we remain
committed to maximizing stakeholders’ value, be it
shareholders, employees, suppliers, customers, investors,
communities or policy makers. This approach to value creation
emanates from our belief that sound governance system,
based on relationship and trust, is integral to creating enduring
value for all. We have a Code of conduct for ethical conduct of
businesses.

We believe, Corporate Governance is not just a destination, but
a journey to constantly improve sustainable value creation. It
is an upward-moving target that we collectively strive towards
achieving. Our multiple initiatives towards maintaining the
highest standards of governance are detailed in the following
pages.

The Corporate Governance framework of the Company is based
on the following broad practices:

a) Engaging a diverse and highly professional, experienced
and competent Board of Directors, with versatile expertise
in industry, finance, management and law.

b) Deploying well defined governance structures that
establishes checks and balances and delegates decision
making to appropriate levels in the organization.

c) Adoption and implementation of fair, transparent and
robust systems, processes, policies and procedures.

d) Making high levels of disclosures for dissemination of

corporate, financial and operational information to all its
stakeholders.
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ANNEXURE - F

e) Having strong systems and processes to ensure full
and timely compliance with all legal and regulatory
requirements and zero tolerance for non-compliance.

Best Corporate Governance practices

VBL maintains the highest standards of Corporate Governance.
It is the Company’'s constant endeavour to adopt the best
Corporate Governance practices keeping in view the
international codes of Corporate Governance and practices of
well-known global companies. Some of the best implemented
global governance norms include the following:

. All securities related filings with Stock Exchanges and
SEBI are reviewed by the Company’s Board of Directors.

. The Company has following independent Board
Committees; Audit Committee, Nomination and
Remuneration Committee, Corporate Social Responsibility
Committee, Share Allotment Committee, Stakeholders’
Relationship Committee and Investment and Borrowing
Committee.

. The Company also undergoes secretarial audit conducted
by an independent Company Secretaries Firm. The
Secretarial Audit Report is placed before the Board and is
included in the Annual Report.

. Observance and adherence of the Secretarial Standards
issued by the Institute of Company Secretaries of India.

Governance Policies

At VBL we strive to conduct our business and strengthen our
relationships in a manner that is dignified, distinctive and
responsible. We adhere to ethical standards to ensure integrity,
transparency, independence and accountability in dealing with
all stakeholders. Therefore, we have adopted various codes
and policies to carry out our duties in an ethical manner. Some
of these codes and policies are:

. Code of Conduct for Board of Directors and Senior
Management Personnel.

. Code of Conduct for Prohibition of Insider Trading.

. Code of practices and procedures for fair disclosure of
Unpublished Price Sensitive Information.

. Policy on Related Party Transactions.

. Corporate Social Responsibility Policy.



. Policy for Determination of Material Subsidiary and
Governance of Subsidiaries.

. Policy for Determination of Materiality of Events /
Information.

. Remuneration Policy for Directors, Key Managerial
Personnel and Members of Senior Management
Personnel.

. Familiarization Programme for Independent Directors.
. Vigil Mechanism/Whistle Blower Policy.

. Policy for Preservation of Documents.

. Policy on Diversity of the Board of Directors.

. Policy on Risk Management.

. Dividend Distribution Policy.

. Archival Policy; and

. Guidelines for Acquisitions in India.

BOARD OF DIRECTORS

As at December 31, 2017, 6 (six) out of 11 (eleven) Directors
on the Board are Independent Directors. At VBL, it is our belief
that an enlightened Board consciously creates a culture of
leadership to provide a long-term vision and policy approach
to improve the quality of governance. The Board's actions and
decisions are aligned with the Company’s best interests. The
Board critically evaluates the Company’s strategic direction,
management policies and their effectiveness.

Size and composition of the Board of Directors as on December
31,2017 is as follows:

Category Name of Directors

Promoter Directors | Mr. Ravi Kant Jaipuria (Non-executive
Director)

Mr. Varun Jaipuria (Executive / Whole-
time Director)

Mr. Raj Pal Gandhi
Mr. Kapil Agarwal

Executive / Whole-
time Directors

Mr. Kamlesh Kumar Jain
Mr. Ravindra Dhariwal*
Dr. Girish Ahuja*

Dr. Naresh Kumar Trehan

Non-executive,
Independent
Directors

Mr. Pradeep Sardana
'Ms. Geeta Kapoor
'Mr. Sanjoy Mukerji

*Ceased to be Directors w.e.f March 19, 2018.
'Re-appointed on the Board of Directors of the Company for second term of
1 (One) year with effect from April 27, 2017 and resigned w.e.f March 19, 2018.

Size and composition of the Board of Directors as on March 19,
2018 is given below:

Category Name of Directors

Promoter Directors | Mr. Ravi Kant Jaipuria (Non-executive
Director)

Mr. Varun Jaipuria (Executive / Whole-
time Director)

Mr. Raj Pal Gandhi

Mr. Kapil Agarwal

Mr. Kamlesh Kumar Jain

Ms. Sita Khosla*

Dr. Ravi Gupta**

Ms. Rashmi Dhariwal**

Executive / Whole-
time Directors

Non-executive,
Independent
Directors
Dr. Naresh Kumar Trehan
Mr. Pradeep Sardana

*Appointed w.e.f February 16, 2018.
** Appointed w.e.f March 19, 2018

Inter-se Relationship among Directors

None of the Director is a relative of other director(s) except Mr.
Ravi Kant Jaipuria and Mr. Varun Jaipuria. Mr. Varun Jaipuria
is the son of Mr. Ravi Kant Jaipuria, Promoter and Chairman of
the Company.

Selection of Independent Directors

Considering the requirement of skill sets on the Board, eminent
people having an independent standing in their respective
field / profession and who can effectively contribute to the
Company’'s business and policy decisions are considered
by the Nomination and Remuneration Committee for
appointment as an Independent Directors on the Board. The
Committee, inter alia, considers qualification as prescribed
under the Companies Act, 2013 (“the Act”) and SEBI (LODR)
Regulations, positive attributes, area of expertise, number of
directorships and memberships held in various committees
of other companies by such persons in accordance with the
Company’s Policy for selection of Directors and determining
Directors’ independence. The Board considers the Committee’s
recommendation and takes appropriate decision.

A statement, in connection with fulfilling the criteria of
Independence and directorships as per the requirement of
the provisions of the Act and Regulation 25 of SEBI (LODR)
Regulations received from each of Independent Directors, is
disclosed in the Board’'s Report. Your Company had also issued
formal appointment letters to all the Independent Directors
in the manner provided under the Act. Terms and Conditions
for appointment of Independent Directors are available on the
website of the Company at www.varunpepsi.com

Directors’ Induction and Familiarization

The provision of an appropriate induction programme for new
Directors and ongoing training for existing Directors is a major
contributor to the maintenance of high Corporate Governance
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V.

standards of the Company. The Whole-time Director and
the Company Secretary are jointly responsible for ensuring
such induction and training programmes are provided to
the Directors. The management provides such information
and training either at the meeting of Board of Directors or
otherwise. The details of such familiarization programmes
for Independent Directors are posted on the website of the
Company at www.varunpepsi.com

Board Evaluation

The Board of Directors of the Company ensures formation
and monitoring of robust Evaluation framework of the
Individual Directors including Chairman of the Board, Board
as whole and various Committee thereof and carries out
the evaluation of the Board, the Committee of the Board and
Individual Directors, including the Chairman of the Board on
annual basis.

Board Evaluation for the Financial Year ended December
31, 2017 has been completed by the Company internally
which included the Evaluation of the Board as a whole, Board
Committees and Directors. Further, results of the Evaluation
were shared with the Board.

Internal Audit

As recommended by the Audit Committee, the Board of
Directors in their meeting held on May 12, 2017 appointed M/s.
0.P. Bagla & Co., Chartered Accountants as an Internal Auditor
of the Company for the Financial Year 2017 to conduct Internal
Audit of the Company and their report on findings is submitted
to the Audit Committee on a quarterly basis.

Separate Meeting of Independent Directors

To comply with the provisions of Schedule IV of the Act read
with regulation 25 of SEBI (LODR) Regulations. During the
Financial Year 2017 the Independent Directors met once
on November 6, 2017 without the presence of Executive
Directors and Management Representatives and inter alia
discussed:

. The performance of non-Independent Directors and the
Board as a whole;

. The performance of the Chairman of the Company, taking
into account the views of executive Directors and non-
executive Directors; and

. The quality, quantity and timeliness of flow of information
between the Company management and the Board that
is necessary for the Board to effectively and reasonably
perform their duties.

In addition to formal meetings, interactions also took place
between the Chairman and Independent Directors.
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BOARD MEETINGS, BOARD COMMITTEE MEETINGS AND
PROCEDURES

The Board of Directors is the apex body constituted by
shareholders for overseeing the Company’s overall functioning.
The Board provides and evaluates the Company's strategic
direction, management policies and their effectiveness, and
ensures that shareholders’ long-term interests are being served.

At the end of the year under review, the Board had 5 (five)
Committees, namely Audit Committee, Nomination and
Remuneration Committee, Stakeholders’ Relationship Committee,
Corporate Social Responsibility Committee and Share Allotment
Committee.

After close of the year under review, the Board in its meeting
held on January 12, 2018 constituted an Investment and
Borrowing Committee for the purpose of dealing with banking,
investments and borrowing related matters of the Company.

The Company’s internal guidelines for Board/Board Committee
meetings facilitate the decision- making process at its meetings
in an informed and efficient manner.

Board Meetings

The Board meets at regular intervals to discuss and decide on
Company / business policies and strategies apart from other
regular business matters. The Board/Committee Meetings are
pre-scheduled and a tentative annual calendar of the Board
and Committee Meetings circulated to all Directors and invitees
well in advance to facilitate them to plan their schedule and
to ensure meaningful participation in the meetings. The Board
is updated on the discussions held at the Committee meetings
and the recommendations made by various Committees.

The agenda of the Board/Committee Meetings is set by the Chief
Risk Officer & Group Company Secretary in consultation with
the Whole-time Director and the Chairman of the Company. The
agenda is generally circulated a week prior to the date of the
meeting and includes detailed notes on items to be discussed
at the meeting to enable the Directors to take an informed
decision. However, in case of urgency, the agenda is circulated
along with the shorter notice as per the provisions of the
Secretarial Standards on Meetings of the Board of Directors.
Usually meetings of the Board are held at the Corporate Office
of the Company at Gurugram.

Board meets at least once in a quarter to review inter-alia the
quarterly results and performance of the Company. Additional
meetings are held on a need basis.

The Company also provides facility to the Directors to attend
meetings of the Board and its Committees through Video
Conferencing mode except in respect of those meetings
wherein transactions are not permitted to be carried out by
way of video conferencing, to enable their participation.



5 (Five) Board meetings were held during the Financial Year
2017 on February 20, 2017; May 12, 2017; August 09, 2017,
November 06, 2017 and December 20, 2017. The gap between
two Board meetings was within the limit prescribed under
Section 173(1) of the Act.

Board Business

The normal business of the Board includes:

. Framing and overseeing progress of the Company’'s
annual plan and operating framework.

. Framing strategies for direction of the Company and for
corporate resource allocation.

. Reviewing financial plans of the Company.

. Reviewing the Annual Report including Audited Annual
Financial Statements for adoption by the Members.

. Reviewing progress of various functions and businesses
of the Company.

. Reviewing the functioning of the Board and its Committees.
. Reviewing the functioning of subsidiary companies.

. Considering/approving declaration/recommendation of
dividend.

. Reviewing and resolving fatal or serious accidents or
dangerous occurrences, any material significant effluent
or pollution problems or significant labour issues, if any.

. Reviewing the details of significant development in human
resources and industrial relations front.

. Reviewing details of foreign exchange exposure and steps
taken by the management to limit the risks of adverse
exchange rate movement.

. Reviewing compliance with all relevant legislations and
regulations and litigation status, including materiality,
important show cause, demand, prosecution and penalty
notices, if any.

. Reviewing Board Remuneration Policy and Individual
remuneration packages of the Directors.

. Advising on corporate restructuring such as merger,
acquisition, joint venture or disposals, if any.

. Appointing directors on the Board and Key Managerial
Personnel, if any.

. Reviewing various policies of the Company and monitoring
implementation thereof.

. Reviewing details of risk evaluation and internal controls.

. Reviewing reports on progress made on the ongoing
projects.

. Monitoring and reviewing board evaluation framework.

Board Support

The ChiefRisk Officer & Group Company Secretaryisresponsible
for collation, review and distribution of all papers submitted
to the Board and Committees thereof for consideration. He is
also responsible for preparation of Agenda in consultation with
the Whole-time Director and the Chairman of the Company and
convening of Board and Committee Meetings. The Chief Risk
Officer & Group Company Secretary attends all the meetings of
the Board and its Committees, advises and assures the Board
on Compliance and Governance principles.

Recording Minutes of proceedings at Board and Committee
meetings

The Chief Risk Officer & Group Company Secretary ensures
appropriate recording of minutes of proceedings of each Board
and Committee meeting. Draft minutes of the proceedings of the
meeting are circulated to Board/ Board Committee members
for their comments within 15 (fifteen) days of the meetings.
The minutes are entered in the Minutes Book within 30 (thirty)
days from the conclusion of the meeting as per the Secretarial
Standards issued by the Institute of Company Secretaries of
India.

Post meeting follow- up mechanism

The guidelines for Board and Board Committee meetings
facilitate an effective post meeting follow-up, review and
reporting process for decisions taken by the Board and Board
Committees thereof. Important decisions taken at Board/
Board Committee meetings are communicated promptly to the
concerned departments/divisions. Action-taken report (if any)
on decisions/minutes of the previous meeting(s) is placed at the
succeeding meeting of the Board/Board Committee for noting.

Attendance of Directors at Board Meetings, Last Annual General Meeting (AGM) and number of Other Directorships and
Chairmanships / Memberships of Committees and Shareholdings of each director in the Company:

Name and Designation Category Attendance in Number of Committee Shareholding
Financial Year | Directorships in Membership and in the
2017 other Companies | Chairmanship in other | Company as
as on December Companies* as on on December
31,2017 December 31, 2017 31, 2017
Board | AGM |Private # Public [Chairman- Member-
Meetings ship ship
Mr. Ravi Kant Jaipuria, Promoter & 4/5 Yes 4 9 Nil Nil Nil
Chairman Non-executive
(00003668) Director
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Name and Designation Category Attendance in Number of Committee Shareholding
Financial Year | Directorshipsin Membership and in the
2017 other Companies | Chairmanship in other | Company as
as on December Companies* as on on December
31,2017 December 31, 2017 31,2017
Board | AGM |Private # Public |Chairman- Member-
Meetings ship ship
Mr. Varun Jaipuria, Promoter & 3/5 Yes 2 3 Nil Nil 39,175,500
Whole-time Director Whole-time
(02465412) / Executive
Director
Mr. Raj Pal Gandhi, Whole-time 5/5 Yes 1 8 Nil 3 411,429
Whole-time Director / Executive
(00003649) Director
Mr. Kapil Agarwal, Whole-time 5/5 No Nil Nil Nil Nil 411,476
Whole-time Director & / Executive
Chief Executive Officer Director
(02079161)
Mr. Kamlesh Kumar Jain, Whole-time 4/5 Yes 7 Nil Nil Nil 19,090
Whole-time Director & / Executive
Chief Financial Officer Director
(01822576)
Mr. Ravindra Dhariwal, Non-executive 4/5 No 5 9 1 7 Nil
Director & Independent
(00003922) Director
Dr. Girish Ahuja, Non-executive 5/5 Yes 1 5 3 3 Nil
Director & Independent
(00446339) Director
Dr. Naresh Kumar Trehan, Non-executive 2/5 No 10 1 Nil Nil Nil
Director & Independent
(00012148) Director
Mr. Pradeep Sardana, Non-executive 415 No Nil Nil Nil Nil 858
Director & Independent
(00682961) Director
'Ms. Geeta Kapoor, Non-executive 4/5 Yes Nil Nil Nil Nil Nil
Director & Independent
(07503864) Director
Mr. Sanjoy Mukerji, Non-executive 4/5 No 2 4 Nil 3 Nil
Director & Independent
(03122800) Director
Note:-

*Includes only Audit Committee and Stakeholders’ Relationship Committee in all public limited companies (whether listed or not) and excludes private limited companies,
foreign companies and Section 8 companies.

# Does not include directorship in foreign companies.

' Re-appointed as Independent Director of the Company for second term of 1 (One) year with effect from April 27, 2017.

COMMITTEES OF THE BOARD

The Board Committees play a vital role in strengthening the Corporate Governance practices and focus effectively on the issues and
ensure expedient resolution of the diverse matters. The Board Committees are set up under formal approval of the Board to carry out
clearly defined roles which are considered to be performed by members of the Board as a part of good governance practice. The Board
supervise the execution of its responsibilities by the Committees and is responsible for their action. The minutes of the proceedings of
the meetings of all Committees are placed before the Board for review. The Board Committees can request special invitees to join the
meeting, as appropriate.

Procedure at Committee Meetings

The Company'’s guidelines related to Board meetings are applicable to Committee meetings as far as practicable. Each Committee
has the authority to engage outside experts, advisors and counsels to the extent it considers appropriate to assist in its function.
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Minutes of proceedings of Committee meetings are circulated
to the members and placed before Board meetings for noting.

i)

Audit Committee

The Composition and terms of reference of the Audit
Committee satisfy the requirement of Section 177 of the Act
read with Companies (Meetings of Board and its Powers)
Rules, 2014 and Regulation 18 of the SEBI (LODR) Regulations.

Composition of the Committee as on December 31, 2017
is as follows:

S. |Name Category Designation

No.

1. | Dr. Girish Ahuja Independent Chairman
Director

2. | Mr.Ravindra Independent Member

Dhariwal Director

3. | Mr. Raj Pal Gandhi | Executive Member

Director

After close of the year under review and consequent to
the cessation of Directorship of Dr. Girish Ahuja and Mr.
Ravindra Dhariwal, the Committee was reconstituted as
follows with the following members w.e.f March 19, 2018:

S. |Name Category Designation

No.

1. | Dr.Ravi Gupta Independent Chairman
Director

2. | Ms.Rashmi Independent Member

Dhariwal Director

3. | Mr. Raj Pal Gandhi | Executive Member

Director

The Audit Committee invites such executives, as it considers
appropriate, representatives of Statutory Auditors and
representatives of Internal Auditors to attend the meetings.

The Chief Risk Officer & Group Company Secretary acts as
the Secretary of the Audit Committee.

Meetings

The Audit Committee met 5 (five) times during the Financial
Year 2017 on February 20, 2017; May 12, 2017; August 09,
2017, November 06, 2017 and December 20, 2017.

The attendance of the members at the meetings held
during the Financial Year 2017 are as follows:

S. Name of the Member | No. of meetings attended

No.

1. Dr. Girish Ahuja 5/5
2. Mr. Ravindra Dhariwal 4/5
3. Mr. Raj Pal Gandhi 5/5

ii)

The Chairman of the Audit Committee was present at the
last AGM held on April 17, 2017.

The brief terms of reference of Audit Committee are
broadly as under:

. Oversight of the Company’s financial reporting
process, examination of the financial statement and
the auditors’ report thereon and the disclosure of
its financial information to ensure that its financial
statements are correct, sufficient and credible.

. Recommendation for appointment, re-appointment
replacement, remuneration and terms of
appointment of auditors of the Company and
approval of payment for any other services rendered
by the statutory auditors of the Company.

. Reviewing with the Management the quarterly /
annual financial statements and Auditors’ Report
thereon before submission to the Board for approval.
This would, inter alia, include reviewing changes in
the accounting policies and reasons for the same,
major accounting entries involving estimates based
on exercise of judgment by Management, significant
adjustments made in the financial statements.

. Review the Management’s Discussion and Analysis
of financial condition and results of operations.

. Scrutiny of inter-corporate loans and investments.

. Evaluation of internal financial controls and risk
management systems.

. Reviewing the functioning of the whistle blower /
vigil mechanism.

Stakeholders’ Relationship Committee

The Composition and terms of reference of the
Stakeholders’ Relationship Committee satisfy the
requirements of Section 178 of the Act and Regulation 20
of SEBI (LODR) Regulations.

Composition of the Committee as on December 31, 2017
is as follows:

S. |Name Category Designation

No.

1. | Mr. Sanjoy Mukerji* Independent | Chairman
Director

2. | Mr. Raj Pal Gandhi Executive Member
Director

3. Mr.Kamlesh Kumar | Executive Member

Jain** Director

*appointed with effect from November 06, 2017.
**appointed with effect from May 12, 2017.
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i

After close of the year under review and consequent to
the resignation of Mr. Sanjoy Mukerji, the Committee was
reconstituted as follows with the following members w.e.f
March 19, 2018:

S. |Name Category Designation

No.

1. |Ms. Sita Khosla Independent | Chairperson
Director

2. | Mr. Raj Pal Gandhi Executive Member
Director

3. | Mr. Kamlesh Kumar | Executive Member

Jain Director

The Chief Risk Officer & Group Company Secretary acts as
the Secretary of the Committee.

Meetings

The Stakeholders’ Relationship Committee met 6 (six)
times during the Financial Year 2017 on January 17, 2017;
May 23, 2017; August 10, 2017; September 11, 2017;
September 26, 2017 and October 11, 2017.

The attendance of the members at the meetings held
during the Financial Year 2017 are as follows:

S. | Name of the Member No. of meetings

No. attended*
1. Mr.Ravindra Dhariwal 176

2. | Mr.Raj Pal Gandhi 6/6

3. | Mr. Parth Dashrathlal Gandhi 0/1*
4. | Mr.Kamlesh Kumar Jain 5/5%*
5. | Mr. Sanjoy Mukeriji 0/0***

*Re-constituted on May 12, 2017 and thereafter on November 06, 2017.

**was member and Chairman of the Committee till November 06, 2017.

*kk

was member of the Committee till May 12, 2017.

**** appointed as a member of the Committee with effect from May 12,
2017.

Kk

appointed as member & Chairman of the Committee with effect from
November 06, 2017.

Mr. Raj Pal Gandhi, being authorised representative of Mr.
Ravindra Dhariwal, Chairman of the Committee, attended
AGM of the Company held on April 17, 2017.

The objective of the Stakeholders’ Relationship Committee
is to consider and resolve the grievances of security
holders of the Company, including complaints related to
transfer of shares, non- receipt of balance sheet, non-
receipt of declared dividends or any other documents or
information to be sent by the Company to its shareholders
under the applicable laws.

Varun Beverages Limited

iiii)

Investor Grievances/ Complaints

The details of the Investor Complaints received and
resolved during the Financial Year ended December 31,
2017 are as follows:

Opening Balance | Received| Resolved Closing
0 44 44 0

All the complaints received during the year 2017 were
resolved to the satisfaction of shareholders.

Mr. Ravi Batra, Chief Risk Officer & Group Company Secretary
is designated as Compliance Officer of the Company.

To enable investors to share their grievance or
concern, Company has set up a dedicated e-mail id -
complianceofficer@rjcorp.in.

Nomination and Remuneration Committee

The Composition and terms of reference of the Nomination
and Remuneration Committee satisfy the requirements of
Sections 178 of the Act and Regulation 19 of SEBI (LODR)
Regulations and SEBI (Share Based Employee Benefits)
Regulations, 2014 as amended from time to time.

Composition of the Committee as on December 31, 2017:
is as follows:

S. |Name Category Designation

No.

1. | Mr.Ravindra Independent Chairman
Dhariwal Director

2. | Mr.Ravi Kant | Non-Executive Member
Jaipuria Promoter Director

3. |Dr.Girish Independent Member
Ahuja Director

After close of the year under review and consequent to
the cessation of Directorship of Dr. Girish Ahuja and Mr.
Ravindra Dhariwal, the Committee was reconstituted as
follows with the following members w.e.f March 19, 2018:

S. |Name Category Designation
No.
1. | Ms. Rashmi Independent Chairperson
Dhariwal Director
2. | Mr. Ravi Kant Non-Executive ' Member
Jaipuria Promoter
Director
3. | Dr.Ravi Gupta Independent Member
Director

The Chief Risk Officer & Group Company Secretary acts as
the Secretary of the Committee.

Meetings

Nomination and Remuneration Committee met 3 (three)
times during the Financial Year 2017 on January 27, 2017,
April 26, 2017 and May 12, 2017.



The attendance of the members at the meetings held
during the Financial Year 2017 are as follows:

S. | Name of the Member No. of meetings
No. attended

1. | Mr. Ravindra Dhariwal 3/3
2. | Mr. Ravi Kant Jaipuria 1/3
3. | Dr. Girish Ahuja 3/3

Dr. Girish Ahuja, being authorised representative of Mr.
Ravindra Dhariwal, Chairman of the Committee, attended
AGM of the Company held on April 17, 2017.

Brief Terms of Reference

The Brief terms of Reference of Nomination Committee
are broadly as under:

1. Formulating the criteria for determining
qualifications, positive attributes and
independence of a director and recommending
to the Board of Directors a policy relating to the
remuneration of the directors, key managerial
personnel and other employees, and for evaluation
of the performance of independent directors and

the Board of Directors;

2. Devising a policy on diversity of the Board of
Directors;

3. Identifying persons who are qualified to become
directors and who may be appointed in senior
management in accordance with the criteria laid
down, recommending to the Board of Directors
their appointment and removal, and carrying out
evaluations of every director’s performance;

4.  Determine whether to extend or continue the term
of appointment of the independent director, on the

REMUNERATON OF DIRECTORS

Details of remuneration paid to Directors of the Company for the Financial Year ended on December 31, 2017 are as follows:

basis of the report of performance evaluation of
independent directors

5. Framing suitable policies and systems to ensure
that there is no violation, by an employee as well as
by the Company of any applicable laws in India or
overseas, including:

(i) The Securities and Exchange Board of India
(Prohibition of Insider Trading) Regulations,
2015; and

(i) The Securities and Exchange Board of India
(Prohibition of Fraudulent and Unfair Trade
Practices relating to the Securities Market)
Regulations, 2003.

Performance evaluation criteria for
Directors

Independent

The Nomination and Remuneration policy of the Company
lays down the criteria for Directors’/Key Managerial
including
criteria for determining qualification, positive attributes,
independence of Directors, criteria for performance
evaluation of Executive and Non-Executive Directors
(including Independent Directors) and other matters as
prescribed under the provisions Act and the SEBI (LODR)
Regulations as well as the performance evaluation criteria
for Independent Directors is determined by the Nomination
and Remuneration Committee. An indicative list of
factors that may be evaluated including but not limited to
participation and contribution by a Director, commitment,
effective deployment of knowledge and expertise, effective
management of relationship with stakeholders, integrity
and maintenance of confidentiality and independence of
behaviour and judgment.

Personnel’'s appointment and remuneration

( in Millions)
SL. Name Sitting Fee Salary Perquisite Bonus  Stock Option Total
No.
1 Mr. Varun Jaipuria - 29.38 0.04 - - 29.42
2 Mr. Raj Pal Gandhi - 28.30 0.04 10.00 - 38.34
3 Mr. Kapil Agarwal - 42.31 0.03 2.40 - 44,74
4 Mr. Kamlesh Kumar Jain - 10.23 0.02 1.00 - 11.25
5 Mr. Ravindra Dhariwal 1.30 - - - - 1.30
6 Dr. Girish Ahuja 1.30 - - - - 1.30
7 Mr. Pradeep Sardana 0.40 - - - - 0.40
8 Ms. Geeta Kapoor 0.40 - - - - 0.40

During the year under review, no option was exercised by any Director of the Company under Employee Stock Option
Scheme - 2013.
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V.

The details about specific service contracts, notice period
and severance fees etc. are governed by the appointment
letter issued to respective Director at the time of his / her
appointment.

Criteria of making payments to Non-Executive Directors
including all pecuniary relationship or transactions of
Non-Executive Directors

The Independent Directors are not paid any remuneration other
than the sitting fee for attending meetings of the Board and the
Committees thereof as approved by the Board.

There has been no pecuniary relationship or transaction of
the Non-Executive Directors’ vis-a-vis the Company during the
year except the sitting fees paid to them as detailed above.

PROHIBITION OF INSIDER TRADING

To comply with the provisions of Regulation 9 of the Securities
and Exchange Board of India (Prohibition of Insider Trading
Regulation), 2015, the Company has adopted a Code of Conduct
for Prohibition of Insider Trading and the same is uploaded on
the website of the Company at www.varunpepsi.com

VIGIL MECHANISM / WHISTLE BLOWER POLICY

To comply with the provisions of Section 177 of the Act and
Regulation 22 of SEBI (LODR) Regulations, the Company
has adopted a Vigil Mechanism / Whistle Blower Policy for
employees of the Company. Under the Vigil Mechanism Policy,
the protected disclosures can be made by a victim through an
e-mail or a letter to the Chief Risk Officer and Group Company
Secretary (Vigilance Officer) or to the Chairperson of the Audit
Committee.

The Policy provides for adequate safeguards against
victimization of employees and Directors and also provides
for direct access to the Vigilance Officer or the Chairperson of

the Audit Committee, in exceptional cases. No personnel of the
Company has been denied access to the Audit Committee.

The main objective of this policy is to provide a platform to
Directors and employees to raise concerns regarding any
irregularity, misconduct or unethical matters / dealings within
the Company which have a negative bearing on the organization
either financially or otherwise.

This policy provides an additional channel to the normal
management hierarchy for employees to raise concerns about
any breach of the Company’s Values or instances of violations
of the Company’s Code of Conduct. Therefore, it's in line with
the Company’s commitment to open communication and to
highlight any such matters which may not be getting addressed
in a proper manner. During the year under review, no complaint
under the Whistle Blower Policy was received.

COMPLIANCE WITH THE CODE OF CONDUCT

To comply with the provisions of Regulation 17(5) of SEBI
(LODR) Regulations the Company has adopted the “Code of
Conduct for Board of Directors and Senior Management”
(Code). The Code is available on the website of the Company at
www.varunpepsi.com

On the basis of declarations received from Board Members and
Senior Management Personnel, the Whole-time Director & Chief
Executive Officer has given a declaration that the Members of
the Board of Directors and Senior Management Personnel have
affirmed compliance with the Code during the Financial Year
2017.ACopy of such declaration is also attached with this report.

GENERAL BODY MEETINGS

Annual General Meeting

The Annual General Meetings (AGM) of the Company during
the preceding three years were held at the following venues,
dates and times, wherein the following special resolutions were
passed:

AGM Year Date, Day & Time Venue

Brief Description of Special Resolution

22 12016 Monday, April 17,
2017 at 11.00 a.m.

21t | 2015 | Monday, May 30,
2016 at 4.00 p.m.

New Delhi—110 020
20" 2014 Friday, May 22,

2015 at 3.00 p.m.
New Delhi— 110 020

Sri Sathya Sai International Center, -
Pragati Vihar, Bhishm Pitamah Marg,
Lodhi Road, New Delhi 110 003 -

Registered Office of the Company at
F-2/7, Okhla Industrial Area, Phase - |,

Ratification of Employee Stock Option Scheme
(ES0S) 2013 & ESOS 2016.

Approval for issuance of Non-convertible
Debentures of ¥ 10,000,000,000 on Private
Placement Basis.

No Special Resolution was passed.

Registered Office of the Company at
F-2/7, Okhla Industrial Area, Phase - |,

None of the Special Resolutions were passed during last year through postal ballot.
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Details of voting

Details of results of above referred special resolutions are as under:

Details of Agenda No. of Valid Votes cast in favor of the Votes cast against the

Votes resolution (no. and % age) resolution (no. and % age)
Ratification of Employee Stock Option Scheme 112,165,357 101,347,069 10,818,288
(ESOS) 2013 and ESOS 2016. (90.3551%) (9.6449%)
Approval of issuance of Non-Convertible 112,165,390 112,165,291 99

Debentures upto ¥ 10,000,000,000 on Private

(99.9999%)

(0.0001%)

Placement Basis

Extraordinary General Meeting

Apart from the Annual General Meeting, no other General Meeting was held during the Financial Year 2017.

Postal Ballot

During the year, no special resolution was passed through postal ballot. None of the businesses proposed to be transacted in the
ensuing Annual General Meeting require special resolution through postal ballot.

Further, Resolutions (if required) shall be passed by Postal Ballot as per the prescribed procedure under the Companies Act, 2013
and SEBI (LODR) Regulations.

MEANS OF COMMUNICATION

Information like quarterly / half yearly / annual financial results and press releases on significant developments in the Company
that have been made available from time to time, to the press and presentations made to institutional investors or to the analysts,
if any, are hosted on the Company’'s website at www.varunpepsi.com and have also been submitted to the Stock Exchanges to
enable them to put on their websites and communicate to their members. The quarterly / half-yearly / annual financial results are
published in English and Hindi language newspapers normally in Business Standard. Moreover, a report on Management Discussion
and Analysis as well as Business Responsibility Report also forms a part of the Board's Report. The Company is electronically filing
all reports / information including quarterly results, shareholding pattern and Corporate Governance Report and so on, on NSE
website www.connect2nse.com and on BSE website www.listing.bseindia.com

GENERAL SHAREHOLDERS INFORMATION
A) Annual General Meeting
Date: April 17, 2018
Time: 11.00 a.m.
Venue: PHD Chamber of Commerce and Industry, 4/2, Siri Institutional Area, August Kranti Marg, New Delhi - 110016

B) Financial Year

The Financial Year of the Company starts from January 1 and ends on December 31 every year.

C) Financial Calendar 2018 (tentative)

: On or before May 15, 2018

: On or before August 14, 2018

: On or before November 14, 2018

: On or before March 1, 2019

:April 10, 2018 to April 17, 2018 (both days inclusive)

First Quarter Results

Second Quarter Results

Third Quarter Results

Audited Annual Results for the year ending on December 31, 2018
Annual Book Closure

D) Dividend and its Payment

During the year under review, the Board of Directors in their meeting held on August 9, 2017 declared an interim dividend of
T 2.50/- per equity share (face value of ¥ 10/- per equity share) dividend to the eligible equity shareholders of the Company.

The Company has transferred the unpaid or unclaimed Interim Dividend to the Unclaimed Dividend Account - Varun Beverages

Limited and the details of unpaid and unclaimed dividend amounts lying in the said Account (maintained with HDFC Bank) are
uploaded on the website of the Company at www.varunpepsi.com
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E) Listing of Shares on Stock Exchanges and Stock Code

Sl. | Name and Address of the Stock Exchange Stock
No. code

1 BSE Limited, 1st Floor, New Trading Ring, Rotunda Building, P J Towers, Dalal Street, Fort, Mumbai-400 001 | 540180
2 | The National Stock Exchange of India Limited, Exchange Plaza, 5th Floor, Plot no. C/1, G Block, Bandra Kurla | VBL EQ

Complex, Bandra (E), Mumbai-400 051

Annual listing fee for the year 2017 has been paid to the BSE Limited and the National Stock Exchange of India Limited.

F) Listing of Debt Instruments on Stock Exchanges and Codes

During the year, the following Debt Instruments were listed on the National Stock Exchange of India Limited.

Particulars ISIN Security code
7.7% Rated, Listed, Secured, Redeemable NCDs of face value of ¥ 1 Million each INE200MO07044 VBL22

Debenture Trustee

Axis Trustee Services Private Limited

Axis House, Ground Floor, Wadia International Centre,
Pandurang Budhkar Marg, Worli, Mumbai- 400025
Contact: 022-62260054/50

E-mail: debenturetrustee@axistrustee.com

G) Market Price Data for the period January 1, 2017 to December 31, 2017

Month BSE NSE

High Low Volumes (Nos.) High Low  Volumes (Nos.)
Jan-17 418.40 382.70 64,562 419.95 381.05 463,545
Feb-17 416.00 382.50 64,273 407.30 380.15 900,582
Mar-17 408.00 341.25 277,629 420.00 340.00 2,352,532
Apr-17 499.00 400.60 411,836 499.00 400.00 2,598,399
May-17 507.90 461.85 1,021,107 506.00 461.00 2,871,747
Jun-17 558.00 476.50 194,247 561.05 486.30 2,800,676
Jul-17 569.65 488.05 954,417 569.40 476.10 3,095,907
Aug-17 573.30 481.20 622,271 573.40 490.30 2,458,627
Sep-17 546.00 501.00 60,562 547.00 493.75 506,967
Oct-17 527.20 486.25 33,303 530.00 491.00 241,089
Nov-17 545.90 486.00 486,132 545.00 485.60 1,253,051
Dec-17 664.95 491.50 290,437 664.00 492.55 2,859,153

Performance in comparison to broad - based indices
Performance on BSE

Comparison of share price of Varun Beverages Limited with BSE Sensex is as follows:

Performance on BSE (Indexed)
180.00
160.00
140.00
120.00
100.00
80.00
60.00
40.00
20.00

N T T T T S T A

B AN
N2 QQ' Q{b VQ %\’b 3\3 N ?‘\) (oQ; Q < Q

== BSE SENSEX —a— V\BL BSE

Jan'17| Feb'17 Mar'17 Apr'17| May'17| Jun'17 July'17 Aug'17 Sept'17 Oct'17 Nov'17 Dec'17

VBL Share Price R) | 399.45 388.65 404.75 470.85 497.55 533.55 500.20/ 524.30 505.80 501.25 509.30/ 651.35
BSE Sensex 27,655.96|28,743.32 29,620.50 29,918.40) 31,145.80/30,921.61)32,514.9431,730.49 31,283.72 33,213.13| 33,149.35  34,056.83
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H)

Performance on NSE
Comparison of share price of Varun Beverages Limited with NSE Nifty is as follows:

Performance on NSE (Indexed)

180.00
160.00
140.00
120.00
100.00
80.00
60.00
40.00
20.00

O T MR, W, W, W, W N W S

N N AN
W W@ Y &

== NSE Nifty —&— VBL NSE

Jan'17 | Feb'17 Mar'17  Apr'17 | May'17  Jun'17  July'17 Aug'17 | Sept'17 | Oct'17 Nov'17 Dec'17
VBL Share Price ) | 397.60  390.30| 404.95 470.35  498.15 534.85| 498.20 523.65 510.55 503.20 508.25 653.25
NSE Nifty 8,561.30  8,879.60 | 9,173.75 1 9,304.05 | 9,621.25 | 9,520.9 10,077.1| 9917.9 | 9,788.6 10,335.310,226.55 10,530.70

Registrars and Transfer Agents

All the work relating to the shares held in the physical form as well as the shares held in the electronic (demat) form is being
done at one single point and for this purpose SEBI registered category | Registrars and Transfer Agents (R&T Agents) has
been appointed, whose details are given below:

M/s. Karvy Computershare Private Limited
Karvy Selenium Tower B,

Plot 31 and 32, Gachibowli

Financial District, Nanakramguda
Hyderabad 500 032

Tel: +91 40 6716 2222

Fax: +91 40 2342 0814

Email: einward.ris@karvy.com

Website: www.karvycomputershare.com
SEBI Registration No. INR000000221

Share Transfer System

As on December 31, 2017, 182,586,930 (One Hundred Eighty Two Million Five Hundred Eighty Six Thousand Nine
Hundred and Thirty) equity shares of the Company were in dematerialized form and 10 (Ten) equity shares were held
in physical form. Transfers of Equity Shares in dematerialized form are done through depositories with no involvement
of the Company. With regard to transfer of Equity Shares in Physical Form, the Share transfer instruments, received in
physical form, are processed by our R&T Agents, M/s Karvy Computershare Private Limited and the share certificates are
dispatched within a period of 15 (fifteen) days from the date of receipt thereafter subject to the documents being complete
and valid in all respects. The Company obtains a half-yearly certificate from a Company Secretary in Practice in respect of
the share transfers as required under Regulation 40(9) of SEBI (LODR) Regulations and files a copy of the said certificate
with the Stock Exchanges.
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V.

J) Distribution of Shareholding

The shareholding distribution of equity shares as on December 31, 2017 is given hereunder:

(Nominal Value ¥ 10 per share)

Number of % of Total | Shareholding of Nominal Amount % of Total
Shareholders Value of ¥ 10/-
27,446 96.21 1- 5000 18,642,670 1.02
549 1.92 5001 - 10000 3,877,320 0.21
244 0.86 10001 - 20000 3,510,080 0.19
67 0.23 20001 - 30000 1,691,660 0.10
37 0.13 30001 - 40000 1,309,020 0.07
34 0.12 40001 - 50000 1,594,370 0.09
59 0.21 50001 - 100000 4,408,140 0.24
91 0.32 100001 & above 1,790,836,140 98.08
28,527 100.00 Total 1,825,869,400 100.00
K) Categories of Shareholders (as on December 31, 2017)

Sl. | Description Total No of Equity % age

No Shares
1 Banks 4,514 0.00
2 Clearing Members 178,827 0.11
3 Directors 842,853 0.46
4 Employees 445,774 0.24
5 Foreign Corporate Bodies 8,479,713 4.64
6 Foreign Institutional Investors 842,922 0.46
7 Foreign Portfolio Investors 22,761,068 12.47
8 HUFs 129,332 0.07
Bodies Corporates 399,747 0.22
10 | Mutual Funds 2,169,118 1.19
11 | NBFCs 1,833 0.00
12 | Non Resident Indians 166,419 0.09
13 | Non Resident Indian Non Repatriable 56,313 0.03
14 | Promoter Group 171,780 0.09
15 | Promoters 134,185,715 73.49
16 | Resident Individuals 3,637,214 2.00
17 | Trusts 8,113,798 444
Total: 182,586,940 100.00
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L)

M)

N)

0)

P)

Dematerialisation of Shares and Liquidity

As on December 31, 2017, 99.99% of the total equity
shares were held in dematerialised form.

The Company does not have any GDR's/ADR’s/Warrants or
any Convertible instruments having any impact on equity.

Commodity price risk or foreign exchange risk and
hedging risk.

The details for the same have been provided in the Notes
to Financial Statements of the Company for the Financial
Year 2017.

Plant locations

The Plant locations have been provided at the end of the
Annual Report.

Reconciliation of Share Capital Audit

The Reconciliation of Share Capital Audit is conducted
by a Company Secretary in practice to reconcile the total
admitted capital with National Securities Depository
Limited and Central Depository Services (India) Limited
(“Depositories”) and the total issued and listed capital.
The audit confirms that the total issued/paid-up capital
is in agreement with the aggregate of the total number of
shares in physical form and the total number of shares in
dematerialised form (held with Depositories) and that the
requests for dematerialization of shares are processed
by the R&T Agents within stipulated period of 21 (Twenty
One) days and uploaded with the concerned depositories.

Equity Shares in the Suspense Account

The Company has, in accordance with the procedure
laid down in Schedule VI of SEBI (LODR) Regulations,
opened a dematerialization account namely, ‘UNCLAIMED
SUSPENSE SHARES DEMAT ACCOUNT - VARUN
BEVERAGES LIMITED'. The details of shares transferred
to shareholders out of this account are given below:

Number of Number of
shareholders| equity shares

Particulars

Aggregate number of Nil Nil
shareholders and the

outstanding shares in

the suspense account

lying as on January 1,

2017

Number of shareholders Nil Nil
who approached the

Company for transfer of

shares from suspense

account during the year

Q)

R)

S)

T

Number of Number of
shareholders equity shares

Particulars

Number of shareholders Nil Nil
to whom shares were

transferred from

suspense account during

the year

Aggregate number of Nil Nil
shareholders and the

outstanding shares in the

suspense account lying

as on December 31, 2017

Compliances under SEBI (LODR) Regulations

The Company is regularly complying with the SEBI (LODR)
Regulations as stipulated under SEBI (LODR) Regulations.
Information, certificates and returns as required under
the provisions of SEBI (LODR) Regulations are sent to the
stock exchanges within the prescribed time.

The Company has also complied with all the mandatory
requirements of SEBI (LODR) Regulations.

Further, the Company has also adopted voluntary
requirement of the SEBI (LODR) Regulations relating to
the “Separate posts of Chairperson and Chief Executive
Officer”.

CEO and CFO Certification

To comply with of Regulation 17(8) of SEBI (LODR)
Regulations, the Chief Executive Officer (CEO) and the
Chief Financial Officer (CFO) of the Company have given
Compliance Certificate stating therein matters prescribed
under Part B of Schedule Il of the said Regulations.
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To comply with of Regulation 33(2) (a) of SEBI (LODR)
Regulations, the CEO & CFO have certified the quarterly
financial results while placing the financial results before
the Board.

Information on Deviation from Accounting Standards,
if any

The Company has adopted Indian Accounting Standards
(Ind ASs) in preparation of annual accounts for the
Financial Year 2017.

Investor Correspondence

Mr. Ravi Batra

Chief Risk Officer & Group Company Secretary

Plot No. 31, Sector - 44, Institutional Area, Gurugram 122
002 (Haryana)

Tel: +91 124 4643100; Fax: +91 124 4643303

Email: ravi.batra@rjcorp.in
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V.

U) Disclosure of Compliance with Corporate Governance
Requirements specified in Regulation 17 to 27 and
Regulation 46 of SEBI (LODR) Regulations

The Company has complied with the applicable provisions
of SEBI (LODR) Regulations including Regulation 17 to 27
and Regulation 46 of SEBI (LODR) Regulations.

The Company submits a quarterly compliance report on
corporate governance signed by Compliance Officer to
the Stock Exchange within 15 (fifteen) days from the close
of every quarter. Such quarterly compliance reports on
corporate governance are also posted on the website of
the Company.

Compliance of the Conditions of Corporate Governance has
also been audited by an Independent Firm of Practising
Company Secretaries. After being satisfied of the above
compliances, they have issued a compliance certificate in
this respect. The said certificate is attached to this report
and the same will be forwarded to the Stock Exchanges
along with the Annual Report of the Company.

DISCLOSURES

(i)  The Company has not entered into any material significant
related party transactions which have potential conflict
with the interests of the Company at large. Your Board
of Directors had approved a Policy on Related Party
Transactions and the same is uploaded at http://
varunpepsi.com/wp-content/uploads/2016/09/Policy-
On-Related-Party-Transactions.pdf

(i) The Company has complied with the requirements of the
Stock Exchanges, SEBI and other statutory authorities on
all matters relating to capital markets during the Financial
Year 2017. No penalties or strictures were imposed on the
Company by the Stock Exchanges, SEBI or other statutory
authorities relating to the above.
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(iii) Policy for Determination of Material Subsidiary and
Governance of Subsidiaries can be accessed at http://
varunpepsi.com/wp-content/uploads/2016/09/
Policy-For-Determination-Of-Material-Subsidiary-And-
Governance-0f-Subsidiaries.pdf

GREEN INITIATIVE

Pursuant to Section 101 and 136 of the Act read with
Companies (Management and Administration) Rules, 2014
and Companies (Accounts) Rules, 2014, the Company can
send Notice of Annual General Meeting, financial statements
and other communication in electronic forms. Your Company
is sending the Annual Report including the Notice of Annual
General Meeting, Audited Financial Statements, Board's Report
along with their annexure etc. for the Financial Year 2017 in the
electronic mode to the shareholders who have registered their
email ids with the Company and/or their respective Depository
Participants (DPs).

Shareholders who have not registered their e-mail addresses
so far are requested to register their e-mail addresses.
Those holding shares in demat form can register their e-mail
addresses with their concerned DPs. Shareholders who hold
shares in physical form are requested to register their e-mail
addresses with the Company, by sending a letter, duly signed
by the first/sole holder quoting details of Folio No.

For and on behalf of the Board of Directors
For Varun Beverages Limited

Place : Gurugram
Date: March 19, 2018 Ravi Kant Jaipuria
Chairman

DIN : 00003668



CERTIFICATE ON COMPLIANCE OF CONDITIONS OF CORPORATE GOVERNANCE

To
The Members
Varun Beverages Limited

We have examined the compliance of conditions of Corporate Governance by Varun Beverages Limited (“the Company”), for the
Financial Year ended December 31, 2017 as stipulated under regulations 17 to 27 and clauses (b) to (i) of regulation 46(2) and Para
C, D and E of Schedule V to the SEBI (Listing Obligations and Disclosure Requirements) Regu